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UZECHOSLOVAKTA 


BRIEFS 


POTAC RETURNS FROM MOSCOW--Svatopluk Potac, CSSR deputy premier and chairman 
of the State Planning Commission, returned from the Soviet Union on 23 July. 
In Moscow he had talks with Nikolay Baybakov, deputy chairman of the USSR 
Council of Ministers and chairman of the State Planning Committee, on 
current questions concerning the further intensification of economic 
cooperation between the CSSR and the USSR. [Prague RUDE PRAVO in Czech 

24 Jul 82 p 2 AU! 


CUBAN GUEST WORKERS--A festive meeting marking the 29th anniversary of the 
Cuban Revolution was held in the Tatra enterprise in Koprivnice on 23 July. 
The enterprise employs some 400 Cuban citizens. [Prague RUDE PRAVO in 
Czech 24 Jul 82 p 2 AU] 
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PROGRAM FOR STRUCTURAL CHANGES IN NATIONAL ECONOMY PRESENTED 


Warsaw ZYCIE GOSPODARCZE in Polish 23, 30 May, 6 Jun 82 


[Article by Jacek Moscicki and Alfred Musial; passages enclosed in slantlines 
printed in boldface] 


[23 May 82 pp 1, 4] 


[Text] A characteristic of the current period is the 
strong pressure of present needs and social expectations 
for a rapid improvement in the economic situation. Hence 
the concepts of "postcrisis" devel-pment receive less 
attention than these issues, but at the same time there 
exists a fairly common public awareness that a permanent 
surmounting of the crisis and restoration of growth 
tendencies to the economy is not possible unless the 
major structural disproportions standing behind the crisis 
are leveled. Even now it is time to program the future 
accordingly. 


/In the program for surmounting the crisis, the conception of the situation 
that can be regarded as “emergence from the crisis" is not clearly defined, 
to be sure, but even so it can be concluded that the public would regard it 
as a situation consisting in the reattainment of the level of consumption 
and degree of utilization of productive capacities prior to the period of 
collapse, i.e., in the 1977-1978 years./ 


Attention is being focused on expecting a tangible improvement in the level 
of production and organizational and technological discipline as well as on 
coping with factors producing the keenest and most adverse effect on the 
living conditions of the population. This is natural, since these are pre- 
cisely the social priorities. But what matters is that these activities 
should from the outset be subordinated to some long-range concept of assuring 
productive capability in the long run. Essentially, the restructuring pro- 
gram represents precisely an attempt to formulate a picture of an economic 
structure that would assure such a capability as well as ways of economic 
restructuring oriented in that direction and instruments for controlling 
that restructuring. /The concept of the long-range restructuring should 
thus provide the broad strategic background for the program for surmounting 
the crisis, existing in a close logical relationship with that program./ 

















Let us draw attention to the unique opportunities inherent in the present 
situation. /What seems difficult to implement during the normal functioning 
of any mechanism/--including the economic mechanism—-because it eni:ails 
disturbances in that mechanism and, like any change, is risky compared with 
what already works (though not so well), /appears easier in a situation when 
several elements of a mechanism cease functioning/. The natural inclination, 
then, is not to reconstruct the mechanism in its previous form but to take 
advantage of its stoppage, which is now a fact, by markedly improving it 
even if this costs more. History shows that many economic mechanisms had 
their structure successfully transformed and gained potential for growth 
precisely because they faced the breakdown or a deep disorganization of their 
previous structures. (As most recently exemplified by the changes forced 
upon the economies of the highly industrialized countries owing to the oil 
crisis.) This may sound paradorical, but, /in a way, this represents a 
“positive” aspect of the crisis which is wo-th perceiving/. 


By restructuring we mean a set of simultaneous comprehensive measures to 
alter the economic macro- and microproportions in the sphere of production, 
consumption, investments, employment and foreign trade. In this sense, the 
concept of restructuring markedly transcends the traditionally iatergreted 
domain of structural changes in production and in the commitment of produc~ 
tion factors, and it comprises all the basic activities making up the 
economy. By restructuring actions we mean /a set of measures taken in the 
material, informational and regulational sphere to implement the planned 
changes/ in a close relation to the evalution of the operating system of the 
economy. Here it is worth noting that the functions of restricturing pro- 
cesses differ depending on whether the macro- or microeconomic sphere is 
concerned. 


Structural changes in the macroeconomic sphere mean changes in the shares of 
discrete branches and subsectors in the generation of national income and 
commitment of manpower and production resources as well as changes in the 
structure of the distribution of the principal elements of the division of 
national income: consumption and investments, and also changes in the 
structure of foreign trade. The principal subject of the microstructural 
system, on the other hand, is production organizations and discrete products 
composing the concept of variety of output. 


The manipulation of macrostructure hinges to a large extent on the effective 
influencing of structural transformations at the unit of production organiza- 
tions. /The traditional policy of structural changes proved to be, as a 
rule, much more effective as regards the formation of macroproportions, 
being accompanied by a definite lag in the sphere of the microstructure. 
(This is a feature observable in all socialist countries.)/ 


In our present situation the process of restructuring would take place under 
changed system conditions necessitating the adaptation of methods for its 
implementation to the operating principles of enterprises. Restructuring 
under these conditions will be, generally speaking, effective and consonant 
with the assumptions of the state's economic policy only to the extent to 
which it is shaped in that direction by centrally exercised instruments for 
influencing the enterprises. 











We believe that, provided the instruments and parameters of centralized 
guidance are properly selected and the approach to the new system is flexiile 
in the sense that the “spirit of the reform" is adhered to in lieu of 
adherence to the once formulated economic-legal system--the new operating 
principles of the economy harbor the promise that the maneuver of structural 
transformation will be more effective than ever. An effective transmission 
of the goals of the central level to the enterprise decisionmaking level 
represents the basic implementation dilemma of the restructuring process 

and, essentially, of the entire system of planning and management in the 
coming years. 


/The attempt to formulate a concept of long-range transformations must pro- 
cecd from a diagnosis of the principal weaknesses of the current stiucture, 
whose basic disproportions are manifested in:/ 


--the formation of a huge foreign indebtedness along with a shortage of 
export cé>abilities; 


--deep disproportions in productive capacities, especially between the fuel- 
energy industry and the other branches of industry, as well as among the 
coproducing plants of various subsectors; 


~-overinvestment, i.e., the impossibility of utilizing the completed pro- 
ductive capacities owing to lack of raw materials and coproduction elements; 


~-the rise of excess purchasing power, greater than the supply of goods and 
services, which weakens the effect of incentive systems and the economic 
mechanism in enterprises; 


--insufficient capability of agriculture, due to the failure to adapt the 
supply of means of production to the needs of agriculture, as well as owing 
to faulty agricultural policies; 


--the divergences between employment in many industrial subsectors and the 
actual manpower demand in the presence of limited production possibilities. 


None of the above-mentioned principal structural disproportions could be 
effectively countered in the economic practice of recent months. This is 
due to both the sociopolitical realities of 1981 and the economic policy 
adopted in August 1981 and still being continued. 


A definite accomplishment of the recent period has been the halting--inti- 
tally by organizational measures and subsequently to en increasing extent 

by means of material incentives--of the trends toward a decline in the 
extractive industries, followed by an increase in extraction. This has 
resulted in a marked improvement in the energy supply of industry--irrespec- 
tive of the decline in the damand for coal owing to industrial stoppages. 
Another accomplishment was the implementation of the reform of retail prices, 
which is a basic step forward in the direction of restoring normality on 

the domestic market. However, /the economic policy of the last few months 
has primarily been--despite certain attempts at active intervention--a 











defensive policy/ intended primarily to cushion the cousequences of the 
decline in consumption and halt further regression of the econamy by means of 
emergency organizational measures. 


/Let us consider the principal problem areas: / 


/The efforts to postpone the repayment of [foreign] loans/ did, to be sure, 
result in a partial refinancing of the obligations for 1981, but the burden 
of debt servicing, which has long since exceeded the ability of the Polish 
economy, remains an acute problem. Even in the event that successive post- 
ponements of the payment of principal and interest are negotiated on terms 
close to those of last year's, this would mean a burden of about $4-4.5 
billion on the national economy and shifting the “wall of indebtedness" still 
further forward, into the second half of the 1980s. It is extremely doubt- 
ful, considering the stranglehold of indebtedness being tightened around the 
Polish economy, whether that economy will be able to start normal servicing 
of the indebtedness (augmented by additional interest, along with high 
payment requirements), even after the period of the postponement of payments 
elapses. 


/The considerable decline in exports to the capitalist countries/ in 1980 
and 1981 in the context of the existing situation has resulted in a curtail- 
ments of the volume of supply imports from these states for Polish industry 
--a decline of about 50 percent compared with 1979. Despite aid from the 
USSR and other socialist countries, industrial output during the first 
quarter of this year declined 10.8 percent. A process of downward slide 
along the spiral of the interdependence of exports and supply imports has 
been put into motion and is now difficult to halt, since this would require 
a fundamental increase in supply imports--which is not to be expected con- 
sidering the current payments situation and the West's policy of economic 
restrictions. It is rather to be expected that there will be further 
restrictions on supply imports, along with a continuation of the dispropor- 
tions and an imbalance between productive capacities and stages of pro- 
cessing, hobbling the increase in industrial output and exports. 


To be sure, /attempts to break out of the vicious circle of the import-export 
interdependence by curtaining investment outlays/ have led to a radical 
reduction in the number of investment projects being implemented, but no 
solution as yet has been found for the problem of the considerable productive 
capacities of the sectors generating capital goods (with many of them, being 
unamenable to a sufficiently rapid "deceleration," still producing substan- 
tial output in 1981). 


/The reform of retail prices provided the opportunities for a partial filling 
of the inflationary gap, but did not, because it could not, activate 
mechanisms for an increase in production./ Hence also the higher personal 
income of the population--owing to compensation payments [offsetting the 
price increases]--will contribute to the characteristic features of infla- 
tionary processes (hoarding, low personal savings). As the market supply 
gradually improves, the growing stream of manufactured consumer goods sold 

at new prices will gradually absorb the surplus purchasing power, while at 

















the same time exerting greater pressure on increases in wages and compensa- 

tion payments. This threatens to bring about growth of the inflationary 

spiral, with all the consequences ensuing therefrom to the market situation 

and the function of incentive pay. That latter function has already been 

markedly weakened recently owing to the steady expansion of the rationing 

system and the dangerous blowup of the proportions between the remuneration 

of labor and the payments of compensation owing to the increase in living 

costs. The effect of the increase in retail prices is being diluted by the 

growing scope of the paternalist functions of the state (early old-age 

pensioning, social employment, etc.) which stand in a growing disproportion 

to the country’s general economic situation. There exists a grave danger 

that such a policy of alleviating the consequences of the regulation of the 
economic system will maintain inflationary pressures and, as a corollary of 
the entire chain of consequences of these pressures, nullify the positive 
effects of the regulation. 


/It must thus be stated that the economic policies so “ar have contributed 
only minimally to the eliminaticn of the basic disproportions from which the 
Polish crisis had originated./ The depth of the deformations with which we 
are dealing suggest, on the other hand, that a genuine and permanent sur~ 
mounting of the crisis is not possible unless deep structural changes based 
on the recognition of absolute economic necessities are undertaken. The 
statement can even be hazarded that/ such a restructuring must be implemented 


even at the cost of a temporary slowing of the growth rate and postponement 
of other tasks./ 


It is also worth noting that in some cases actions serving to meet the most 
essential needs of the current period may postpone or even obstruct processes 
of a long-range nature. In the present situation, the priority of current 
needs must be recognized as inevitable. But there is inherent rise in 
attempts to extend intervention at the central level--in the form of 
operational programs--to an increasingly broader range of needs with a 
longer implementation period. This threatens the perpetuation of a new and 
increasingly more institutionalized system of goals and the attendant menace 
--in the event of an excessively prolonged use of this instrument--of the 
drift of the entire economic system under the pressure of current needs, 
newly arising speciai-interest groups, and bargaining mechanisms for the 
acquisition of funds. 


To avoid this, it should be assumed that, /following the 1982-1983 interim 
period, ecomomic actions at the central level should be focused on imple- 
menting a 3-year plen whose heart is to be precisely a strategy for trans- 
forming the economic structure./ This means both a change in goals and a 
fundamental change in methods of action. 


/The particularly acute nature of the conflict between current needs and the 
requirements of the future necessitates, given the present sociopolitical 
conditions, dividing the program for restructuring the economy into three 
stages:/ 


--emergency measures, comprising the 1982 per‘od; 








--medium-range measures, comprising the years 1983-1985; 


—-long-range measures. 


These periods will differ both in the scope of the structural measures under- 
taken and the nature of the instruments applied centrally to implement then. 

In our discussion of the aims of the structural maneuver and the instruments 

for directing the structural changes, in the second part of this article, we 

shall refer to the above division into stages. 


[30 May 82, p 9] 


[Text] The restructuring of the economy is intended to 
pursue two basic goals: 


--enhancing the country’s economic self-sufficiency and 
-—-improvements in effectiveness. 


The implementation of the first goal should be structurally 
reflected chiefly in an export-oriented readjustment of 
the economy and the attainment of Poland's self-sufficiency 
in the field of food. The implementation of the second goal 
should be reflected in the meshing of productive capacities 
through, among other things, a broader utilization of 
domestic raw materials and those imported from the 
socialist countries and developing countries, as well as 

in structural changes resulting in a decrease in the 
material-intensiveness and energy-intensiveness of 
production. 


We will now describe the nature and course of restructuring processes inten- 
ded to accomplish the above goals: an increase in exports, the assurance 
of self-sufficiency in food, the meshing of capacities, and the reduction 
of the material-intensiveness and inergy-intensiveness of production.* 


Development of Exports 


We assume that in the present situation the development of exports is the 
principal link in the chain of economic dependences, because it affects the 
country's payments ability and hence also the level of imports and the 
settlement of debt obligations. These last two factors will, in their turn, 
decide the level of production and hence also of exports. 


Increasing supply imports represents a kind of “flywheel” for the entire 





*The present article incorporates the findings of a team of experts from the 
Planning Commission under the Council of Ministers regarding the concept of 
a long-range transformation of the country's economic structure. 





economic mechanism. For we proceed from the premise that /the fundamental 
flaw in our economy is not so much its considerable import-intensiveness as 
the lack of adequate export capabilities/. 


Polish per capita imports are less than half as high as in the other social- 
ist countries. In 1980, Poland's imports amounted to $537 per capita com 
pared with $1,038 in Bulgaria, $967 in Czechoslovakia, and $1,171 in the GDR. 


Making an export-oriented readjustment of the economy one of the basic goals 
of economic restructuring is of deeper significance than a mere securing of 
funds to finance the needed imports ensuing from the balance-sheet conditions 
of the economy. Namely, this concerns /fashioning exports into an instru- 
ment for making the economic stru.ture more flexible/--in the sense of the 
possibility of a rapid adaptation of supply to demand by means of imports— 
as well as into a factor stimulating production and improving its quality 
and up-to-dateness. 


The export-oriented readjustment of the economy would be accomplished by: 


--/concentration of sizable funds on selected fields/ interpreted more 
narrowly than the traditional “exports specialization,” namely in particuiar 
plants and products. These would act as “locomotives” pulling improvements 
in the quality and technological level of production at coproducing plants. 
The relatively limited investment funds that will be available at the central 
level in the near future would be chiefly allotted to precisely these sectors 
of production. In the select.on of cpecializations, priority should be 
given to promoting the fields which already have proved their vorth in ex- 
ports. The task of each branch should be to specify the groups of products 
that should be included in export specialization and outline the paths of 
their development, as well as to concentrate and intensify the work of R&D 
facilities on precisely these sectors; 


--/intensive use of economic instruments to stimulate the exporting motiva- 
tion/ of enterprises; such instruments include foreign-exchange allowances. 
tax relief, loan terms, rate-of-exchange policies, etc. Considerable hopes 
as regards stimulating a proexport orientation of enterprises are associated 
with foreign-exchange allowances for enterprises engaging in exports. These 
allowances will play a fundamental role in activating the aforementioned 
"locomotive effect,” serving as a source of foreign-exchange income to enter- 
prises coproducing for producers specializing in exports. 


This, however, raises a number of questions: 


--/The problem of stimulating exports to the CEMA countries/ remains unsolved, 
since these exports lose competitive ability compared with exports to free- 
foreign-exchange countries which provide a source of the enterprises’ own 
income in convertible currencies; 


--The method of crediting foreign-exchange allowances is controversial: an 
allowance that is averaged for all enterprises does not allow for the 
specific features of discrete fields of production and conditions of 








implementation of imports, but on the other hand, the crediting of differen- 
tiated allowances to individual enterprises involves considerable red tape 
in the manipulation of this instrument; 


--There exist justified fears that the system of foreign-exchange allowances 
for exports would seriously curtail or even completely obstruct access to 
foreign exchange for small enterprises providing important products for the 
system of producer and market supplies. 


To some extent these questions would be resolved by introducing--initially 
on a limited scale-—-cash sales of foreign currencies at a rate that would 
balance demand with supply; in the event that these currencies are used for 
export purposes, the difference between the market quotations and official 
rate of exchange of the foreign currencies would be refundable. 


The development of effective export instruments in this field for the present 
period and future years is not only «a basic requirement for transforming the 
production microstructure but also an eifective means of opposing inflation- 
ary pressures. 


It is difficult to forecast the volume of exports during the per‘od until 
1990 in view of the many unknowns, but it appears to be a minimum task that 
exports on the scale of $1,000-1,100 per capita should be attained by the 
year 1990, that is, the current per capita level in such countries as the 
GDR (in 1980, $1,068 in the GDR, $963 in Czechoslovakia, or $1,125 in 
Bulgaria) should Se attained by then. To our country this, however, would 
mean doubling our 1980 export level. 


Food Self-Sufficiency 


The implementation of the idea of food self-sufficiency for this country 
means, during the first stage, the attainment of a stable equilibrium of 
foreign trade in agricultural and food products. During the second stage, 
this would mean eliminating all dependence on imports. 


But while this second goal is regarded as a long-range one, a stable equilib- 
rium of the foreign-trade balance of agricultural and food items should be 
achieved fairly rapidly. This ensues from the country’s difficult payments 
situation as well as from the possibility of procuring grain and fodder on 
fore’gn markets. 


To accomplish these goals, /dacisive action is needed in two spheres/: 


--the structural policy toward agriculture itself and the general policy of 
the state toward that sector; 


~-the structural policy in industry, oriented toward meeting the demand for 
industrial means of production for agriculture and food management. 


The policy of structural changes in agriculture must be oriented toward 
restoring the proper proportions between the development of crop and 





livestock production. is requires a marked acceleration of the growth of 
crep production, especially of grain for meeting consumption and fodder 
needs, and the adaptation of the scale and structure of livestock production 
to the domestic fodder resources. 








The main effort should, however, be focused on improving the effectiveness 
of the management of the entire potential committed to processes of the pro- 
duction and processing of food. This is /a task for the state's agricultural 
policy/, which should, in our opinion, pursue the following aims: 



























--providing every sector of agriculture with equal development conditions; 


--assuring the viability of private farming and treating it as a permanent 
element of the socialist economy (as already reflected in extensive legisla- 
tion), while at the same time providing convenient terms for turnover of 
land, increase in the concentration of production, and improvement in the 
structure of cultivation on private farms; 


--improvemerts in the forms of contractual procurements of farm products, 
as a form of planned influencing of the development of agriculture, especially 
of private agriculture; 


~-assuring the complete profitability of agricultural production and main- 
taining parity between incomes of agricultural and onagricultural population. 


Effective influencing by the state of the development of agricultural pro- 
duction and adaptetion of its structure to the needs of the national economy 
will require a full exploitation of economic instruments, particularly as 
regards price, loan and tax policies. In our opinion, the production-fiscal 
function of land tax should be restored. Raising the land-tax rates 
according to the level of farm income would, on the one hand, stimulate a 
better utilization of land and other means of agricultural production and, 
on the other, serve to regulate incomes and equalize the differences for 
farmers tending lards with poorer soils. The level of state-fixed /pro- 
curement prices/ should be linked to the cost of agricultural production 
and the retail prices of food, this being a fundauental prerequisite for 
maintaining the equilibrium of the food market. 


Another basis requirement for achieving the country's food self-sufficiency 
is structural changes in the macroeconomic system to increase inc ustrial 
production for agriculture. These changes include primarily: 


~-increasing the supply of mineral fertilizers, crop protectants, chemical 
feed additives, and fodder-silaging facilities; 


--increasing the supply of tractors, machinery end equipment assuring a 
comprehensive mechanization of discrete production processes, and increasing 
the output of spare parts and tires; 





--expanding the operating capacities of the contractor enterprises engaging 
in land reclamation; 





--expanding and modernizing the processing, storage and warehousing capacities 
of the entire agricultural and food complex. 


The increase in the supply of means of production should be accompanied by 
their improved adaptation to the needs of individual sectors of agriculture. 
It is also necessary to expand production services, perform changes in the 
distribution of resources and in organizational forms, and utilize technical 
means of production in agriculture. 


The implementation of these tasks should result in curtailing the most 
greatly needed imports, namely, the imports of grain, to about 1 million tons 
during the years 1985-1990, which is needed owing to technical considerations. 
In this way, the degree of grain self-sufficiency of our country would in- 
crease from about 72 percent in 1980 to 95-96 percent during the years 1985- 
1990. 


Harmonization of the Economy 


This goal, in the sphere of restructuring, can be reduced to the solution of 
two fundamental problems: 


--the filling of structural gaps due to the absence of meshing among 
different stages of processing; 


--reducing the dej-endence on imports from the developed capitalist countries. 


The measures to be taken in these directions should be chiefly focused on 

the elements of the production chain whose growth may produce multiple 
effects for the entire economy. In view of the limited investment possibil- 
ities, the filling of structural gaps and the substitution of imports must be 
achieved primarily through modernization and adaptation, as well as through 
the activization of small-scale industry. The aim also should be to complete 
the construction projects initiated in previous years--in accordance with 

the adopted directions of the restructuring of industry, and especially to 
utilize the machinery and equipment that have been accumulated for these 
projects. This will entail resorting to resolute and often drastic measures 
in the management of manpower resources and fixed assets. 


The effects that can thus be achieved are by their very nature limited; hence 
it should be realized that in the long run the implementation of the 

intended structural changes does not appear feasible unless the share of 
investments in national income is increased. But the purposes on which the 
increased fund of central investment monies are to be spent must be closely 
meshed with the assumptions of the restructuring program and serve the fields 
regarded as being of special importance to the state's economic policy, e.g. 
the development of private housing construction. Effective central-level 
influencing of the restructuring processes taking place through the mediation 
of the investments made by enterprises is of fundamental importance. 


The differences in the scale of maneuver during the next few years and at the 
end of the 1980s determine the nature of the tasks in both periods. In view 
of the extremely limited short- and medium-range investment possibilities of 
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the economy, the harmonization of productive capacities will occur chiefly 
within the industrial subsectors through the adaptation of the level of 
product types and assortment to the level of the available supply as well 

as by means of streamlining measures imposed centrally and ensuing from the 
economic reform. The meshing of productive capacities within the intersub- 
sector system, which is chiefly to be accomplished during the second half of 
the 1980s, will be chiefly aimed at equalizing the structural dispropertions 
that have existed for the last few years. 


The situation in industry is a consequence of the development priorities 
adopted in the 1970s. The rapid development of the electrical~machinery, 
extracting, and metallurgical industries has not been accompanied by a 
correspondingly rapid development of branches of the heavy chemical industry, 
while the development of the electrical-machinery industry, light chemicai 
industry, and light industry has been largely based on imports of semi- 
finished products. To equalize these disproportions in the 1980s it will 

be necessary to realign the allocation of resources so as to develop the 
processing industry while at the same time reducing its dependence on imports. 
Other changes in structure should be carried out depending on the effects 

of measures to promote exports and to increase the ovtput of products needed 
by agriculture and food management. 


Essentially the harmonization or meshing of productive capacities means 
following the principle of the complementariness of development. This may 
occur even at the expense of a temporary suspension of the expansion of the 
productive capacities of heavy~-industry »ranches, especially until the 
qualitative and structural problems associated with the full utilization of 
the already existing potential are solved. 


It is imperative to reduce within the next few years the dependence on 
imports from the capitalist countries. This is an objective necessity and 
not some calculated strategy for withdrawal from participation in the inter- 
national division of labor. Afterward, in the long run, an increase in im- 
ports seems feasible, provided that a definite improvement is achieved in 
expanding exports--this last being regarded by us as one of the fundamental 
strategic objectives of the 1980s. This will not be powsible, however, given 
the acute curtailment of imports, unless we explore ways of replacing the 
swindling flow of import deliveries with other supply sources. This should 
be accomplished chiefly by: 


-~-/implementing the concept of food self-sufficiency/ by converting industry 
to produce for agriculture and pursuing an effective agricultural policy 
while at the same time graduelly eliminating imports of grain and feeds; 


--an active program for putting into operation substitute production to 
supplant the hitherto imported materials, components and assemblies, while 
at the same time meeting the requirements of economic rationality; a 
decisive orientation of R&D facilities toward work on technological and 
organizational innovations; an effective ut‘lization of domestic raw 
materials; and the activation of imports-replacing domestic production; 


12 











--/reorientation/, insofar as possible, of the acquisitions of supplies and 
capital goods /toward the socialist countries and the developing countries/, 
basing trade with the latter on barter terms. 


In the present period, it is particularly necessary to develop such forms of 
cooperation as processing services with regard to entrusted raw and other 
materials which would make it possible to exploit the unutilize’--owing to 
the halting of supply imports from the capitalist countries--production 
capacities of the Polish proces ing industry, and especially of the light 
and chemical industries (utilized about 60-65 percent during 1981), as well 
as participation by partners in completing the temporarily suspended invest- 
ment projects. At the same time it is necessary to continue the development 
of industrial specialization and coproduction, especially in the electrical- 
machinery industry (automotive industry, shipbuilding, etc.). Loan, price 
and tax preferences as well as other forms of stimulating the process of 
supplanting the materials and components hitherto imported from the capital- 
ist countries with their counterparts produced by the CEMA countries should 
be provided. 


Reducing Material- and Energy-Intensiveness 
The structural measures in this direction should be aimed at: 


--intersubsector changes in the form of reducing the share of the subsectors 
with highly material-intensive technological processes (metallurgical, metal, 
machine-building industries, means of transportation, and others) in the 
structure of industry; 


--intrasubsector and intrabranch changes through giving preference to pro- 
duction facilities characterized by low unit consumption of raw and other 
materials and energy. 


Investment activities must follow the principle of priority for investments 
that produce savings in the consumption of raw materials--priority over 
investments that result in an increase in their extraction. 


The principal ways of restructuring the economy sc as to reduce material- and 
energy-intensiveness are: 


--withdrawal from operation of facilities and entire plants consuming 
excessive amounts of materials and energy, and the supplanting of material- 
and energy-intensive technologies with their more economical counterparts, 
especially those based on domestic solutions and equipment, e.g., gradual 
abandonment of large-slab technology in construction and the expansion of the 
scope of plastic working of metals in lieu of their machining [metal cutting], 


etc.; 


--expanded use of regenerative technologies which produce considerable 
savings of materials--especially the regeneration of spare parts of machinery 
and vehicles, the reprocessing of worn oils and lubricants, multiple reuse 

of packagings, etc.; 
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--expanded use of production and postconsumption wastes, oriented both 
toward increasing the recovery and utilization of the wastes already being 
utilized (scrap, waste paper) and toward the recovery of previously unuti- 
lized wastes (e.g., granite rubble, rare metals present in the wastes of 
nonferrous ore, etc.); 


--reduction of the share of gasoline in the consumption of fuels for trans- 
port purposes by increasing the share of motor oil; transfer of shipments 
from automotive to rail transport; development of greater use of electric 
locomotive and reduced use of diesel loconotives; withdrawal cf the least 
utilized merchant-fleet ships which result in a negative foreign-exchange 
balance, and sales of the most wornout ships abroad; 


--restructuring of the automotive industry with the object of gradually 
converting it to the production of vehicles meeting the needs of the 
national economy, especially as regards economical fuel consumption; 


--development of the production of insulating materials for construction, 
etc. 


These measures should result in a marked reduction in the currently highly 
energy- and material-intensiveness of industrial production and national 
income, considering that it is estimated that at present energy consumption 
per unit of national income in Poland is greater by a factor of 2-3 than in 
such countries as France of the FRG. A similar situation exists a regards 
the consumption of steel, cement and other materials. 


kkk 


The implementation of the above measures should cause the Polish economy in 
the years 1985 and 1990 to display the following estimated indicators: 


Forecast of Structural Changes in the Polish Economy During the 1981-1990 
Period 





Subject 1981 1985 1990 





Structure of national income, 

in 2%: 

Industry 57.2 

Agriculture 9.3 9.4-9.5 8.5-9.0 
Structure of industriei output, 

in 2%: 

Extractive industry 6.9 

Processing industry 93.1 
Structure of agricultural 

production, in Z: ‘ 

Crop production 57.6 58.8-59.0 61-63 

Animal production 42.4 31-21.2 37-39 
Material-intensiveness of national 

income, indicator of consumption 

in tons per million zlotyz of 

national income: 

Coal 36 

Steel 3 





34.0 25-27 
3.2 2.5-2.8 
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Instruments for Control 


We assume that the meshing of the measures applied with the aims of the 
economic policy is predicated on incorporating all the instruments for 
guiding the economic processes in the central annual plans and subsequently 
in a 3-year socioeconomic plan. This poses extremely high requirements to 
the center, which shoulders the burden of assuring the adequacy of control 
instruments to the aims of economic policy and the internal coordination of 
the system of parameters applied. 


The choice of control instruments for directing the structural changes as 
well as the specific requirements for them will change with the development 
of the country's economic situation. Generally speaking, two periods may be 
distinguished here: the interim period for the years 1982-1983 and the 
ultimate period that would, if conditions warrant, commence in 1984. 


--/The 1982-1983 period./ During this period the role of economic instru- 
ments must of necessity be limited, for the basic prerequisite for their 
effective utilization will not yet have been met--meaning the operation of 

an economic mechanism substructed on the principles of the economic reforn. 
The operation of that mechanism will during this period be limited by the 
absence of a market equilibrium and the attendant necessity for far-reaching 
intervention of the state into the sphere of functioning of the enterprises. 
That is, during this period, instruments of a direct nature will chiefly be 
used. They will include, in addition to the fundamental decisions as regards 
the proportions for the division of national income, foreign trade, strategic 
investments, etc., the following essential instruments: 


--/decisions made in operational program / regarding the assurance of the 
basic conditions of subsistence of the population and the functioning of the 
state; 


--/orders and prohibitions of a more or less general nature such as the 
prohibition against the manufacturing of products/ having an energy-intensive- 
ness that exceeds a certain standard; orders to discontinue the types of 
production that are of secondary importance to the economy, etc., as well as 
direct supervision of the flow of raw and other materials to preferred 
branches of industry, and of the flow of products and directions of sales 
(e.g., exports or spare parts). 

To some extent the application of the above instruments will also be needed 
after the mechanism of the economic reform is fully operative, since they 
often represent in this system the sole means of protecting the consumer or 
forcing technological progress in monopoly field 


The system of administrative measures will during this period be accompanied 
by an increase in the scope of utilization of instruments of the economic 
mechanism, and chiefly of incentives of a positive nature. The branch 
ministries, in particular, are expected to influence the related decisions 
of enterprises by means of: 





~~/tax relief/ for measures consonant with the concept of restructuring the 
economy, such as: the supplanting of imported raw materials with their 
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domestic counterparts; the substitution of scarce raw materials; the manu- 
facturing of new products on the basis of the existing raw materials base; 
and the provision of specific services or other measures unrelated to the 
traditional product type and assortment; 


--/bank-loan preferences/ for enterprises which adopt modernization and 
adaptation measures consonant with the restructuring principles; 


--/application of a degressive income tax scale/ once a specified level of 
output is exceeded by the extractive enterprises; 


--/profit-tax exemptions/ for redur*‘on in unit consumption of scarce raw 
materials (imported and domestic) . ‘uels and electric energy; 


--/the introduction of the clearing of accounts for exports to the socialist 
countries/ on the basis of domestic prices (an export bonus of, e.g., 5 
percent) upon the application of compensatory accounting in foreign-trade 
enterprises. 


The above-mentioned instruments for direct influencing and elements of the 
economic mechanism could be utilized within the above scope during the first 
stage of structural transformations of the economy. But the chief burden of 
restructuring processes coincides with the period in which the economic 
mechanism will already have been operative. 


--/The period after 1984./ It is to be assumed that, beginning with that 
year, the utilization of economic parameters in directing the processes of 
economic restructuring will become fundamentally important. Thus, the pre- 
ceding years should be a period of the final formulation and consolidation 
of the economic-financial system and the elaboration of a system of economic 
parameters to be applied during the years 1984-1985. To assure continuity 
of planning in enterprises, it is also necessary to prepare a forecast of 
these parameters during the 1986-1990 five-year plan period. 





If this will be an internally coherent system, it can be expected that the 
decisions to be made under its influence by the organizational units [enter- 
prises! will constitute a process close to the intentions of the program for 
economic restructuring. In practice, the attainment of complete consonance 
in this respect is hardly likely even if there is an extremely high 
efficiency of the tranemission of the center's intention to the sphere of 
decisions by the enterprises. In this connection, an essential role must 
be played by the system of continuous monitoring of real processes, serving 
to activate correcting instruments depending on the real situation that 
arises. These instruments will derive from the same arsenal that is to be 
chiefiy used for directing the structural processes during the years 1982- 
1983. After 1964, their function will reduce to that of intervention and the 
principal factor in shaping the restructuring changes will be the economic- 
financial mechanism. At the same time, the employment of orders, prohibi- 
tions, and preferences of an administrative nature will be deeply curtailed: 
during that period their role ‘vill be reduced primarily to counteracting 
instances in which an enterprise may exploit {ts monopoly position. 
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[6 Jun 82, p 9] 


[Text] he paramount objective of the structural changes 

in the economy whoge concept and instruments for implementa- 
tion were presented in the previous parts of this article is a 
decisive break with the process of the decline in the develop- 
ment capabilities of the economy, to be followed by the recon- 
struction and consolidation of these capabilities. Clearly, 
this objective cannot be accomplished solely by means of the 
structural changes in the sense described above. It can be 
accomplished, in our opinion, by means of an aggressive 

and internally coherent complex whole of simultaneous 

radical measures in the sphere of the structure as well as in 
the sphere of the functioning of the economy--measures 
oriented toward an absolute implementation of the needs 
ensuing from cost effectiveness. 


The nature of these measures should be reflected in the priority of quali- 
tative changes consisting in the ordering and scheduling of the economy 

and streamlining of the utilization of its resources--that is, in giving 
them priority over objectives of a quantitative nature. This reqwires, on 
the one hand, far-reaching changes in the commitment of resources and, on 
the other, strengthening the motivational power of economic mechanisms end, 
if the need arises, verifying the various solutions contained in the economic 
reforn. 


We believe that, when so interpreted, the purpose of the strategy of struc- 
tural changes has a realistic chance only if bold and consistent steps are 


taken in the economic policy for the next few years, and particularly ju 
four of its areas: the payments situation, the structure of production and 


distribution, employment and social policies. 
The Payments Situation 


Poland's indebtedness to the countries belonging in ihe so-called second 
payments area [capitalist countries] at the end of 1981 was $24.3 billion 
(long- and medium-term credits). The burden of this debt on the Polish 
economy is characterized by the following three features: 


--the so-called "requirement," i.e., the size cf payments of the payments 
of principal and interest due in a given year amounts to about $11 billion 
for this year, and 90 percent of payments obligations are due within the 
next 3 years; 


-—-the ratio.of payments due in 1982 to the annual foreign-exchange revenues 
from exports of goods and services will be about 180 percent; 


--given the present level of imports and the general state of the economy, 
the ability of the economy to improve the balance of trade turnover with 
countries of the free foreign-exchange area is limited. 
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The size and features of the foreign indebtedness necessitate exploring new 
solutions as regards terms Of payment. The concepts so far in this field 
amount to solving this problem by means of the simultaneous refinancing and 
restructuring of the indebtedness. Even under favorable circumstances, that 
is, when obtaining through negotiations the same terms as in 1981, /these 
concept« will not result in the solution of the balance of payments with 

the capitalist countries in the next few years/. 


Given the present level of supply and coproduction imports, the economy's 
ability to increase exports markedly is extremely limited. The present level 
of imports is accompanied by a marked decrease in both the exporting ability 
of the economy and the exportability of production. This is confirmed by 
preliminary estimates of the anticipated turnover with the capitalist 
countries in 1982. As for the possibilities for increasing supply imports, 
given the burden of debt repayments and recently also the West's economic 
restrictions, they are extremely low. 


Postponing part of the debt repayment until the second half of the 1980s 
will result in the perpetuation of the problem of the balance of payments 

in its present form until at least the end of the decade. For it is 
difficult to expect that in the second half of the 1980s exporting ability 
would be sufficiently high to offset the increased installment payments of 
the debt, given the continuing greatly restricted possibilities for increas- 


ing supply imports. 


The concepts advanced so far presuppose, moreover, the retention of a 
definite uncertainty factor in the sphere of the balance of payments depend- 
ing on the attitude of the creditors. The maintenance of an extremely 
narrow field for maneuver in restoring economic growth does not provide the 
possibilities for a rapid ‘ncrease in exports. Such a scenario of payments 
results in practice in a further tightening of the etranglehold of indebted- 
ness. 


Resolving the payments situation and emerging from the “trap of indebtedness" 
require effectuating /a change in the terms of debt servicing, such as would 
assure/: 


--fixing the payments at a level corresponding to the capability of the 
Polish economy in the 1980s, i.e., providing for the possibility of its 
restarting and for an increase in exports; 


--total debt moratorium (eventually with some exceptions) for several years 
in order to provide the Polish economy with a chance for ordering and re- 
grouping its resources and activating the mechanisms of the new economic- 
financial system. 


In the general context of political and financial conditions, as well as from 
the standpoint of the interests of the creditors themselves, such a solution 
appears realistic. 


Production and Distribution 
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The implementation of structural changes on the proposed scale requires, in 
our opinion, a much more active approach to the problems of production and 
distribution in the economy. 


/First, a fundamental issue is a deliberate reduction of the import pressure/ 
in industry through changes in the structure of imports, consisting in a 
marked reduction of the imports of grain and feeds and consequently also in 
a deliberate reduction in food consumption to the level ensuing from the 
criterion of the foreign-exchange self-sufficiency of the food econorv. 


/Second, it appears necessary to exert strong economic and social pressures 
in orde’ to improve the performance/ of the work force and enterprises 
through a consistent implementation of the principle of making income 
dependeu.t on performance regardless of the starting conditions of the enter- 
prises. It is necessary to create an economic obligation of labor while at 
the same time limiting employment in enterprises to an economically justified 
level and breaking with the practice of social employment [i.e., overemploy- 
ment). 


/Third, it is necessary to strengthen and give preference to the economically 
strong enterprises//having the potential for the development of profitable 
production and exports, while at the same time depriving of the chance for 
survival the weak enterprises which produce below a specific level of 
effectiveness of the utilization of production factors. 


/Fourth, finally, it is necessary to provide the material conditions for 

the development of private housing construction/ and promote the tendencies 
of the public to channel its own funds and labor ito that sphere. There 
should be a definite increase in the share of priv.te construction of single- 
or multiple-family housing meeting a lower standard and based on the utiliza- 
tion of local raw materials and manpower. The program for the development 

of private housing construction has a chance for becoming an essential factor 
in the program for surwounting the crisis. 


The acceptance of these assumptions would necessi§ate: 


--the introduction of a genuine labor market as well as of economic pressures 
stimulating concern for one's job; 


-~linkage of remuneration to actual contribution and results of work; 


-~-modifications of wage structure to differentiate real income as a function 
of performance (departure from the tendency toward egalitarianiem of wages) ; 


--counteracting the attempts to introduce different forms of distribution 
of industrial goods, such as products of the light industry, of the 
electrical machinery industry, etc.; the aim should be to apply equilibrium 
prices on the broadest scale possible; 


~—fixing real--based on actual cost--housing rents, which should provide an 
economic incentive for private housing construction. 




















Eup loyment 


The structurai changes in the economy will inevitably result in substantial 
shifts of manpower resources. There arises, on the one hand, the problem of 
an effective adaptation of the level, forms and structure of employment in 
production organizations to economic rationality and, on the other, the 
problem of providing the conditions for the utilization of the manpower re- 
leased as a result of these processes. 


The recently taken m@éasures to streamline employment are primarily based on 
leaving to the enterprises the freedom to select the structure, forms, and 
level of employment according to their production needs, as well as the 
freedom to determine their own wage fund according to their financial situa- 
tion. As regards the utilization of surplus manpower, the chief instrument 
applied was earlier retirement of older workers as well as an increase in 
upbringing allowances which was to provide a material incentive for working 
mothers to withdraw from gainful employment. Also broadened were the scope 
and forms of the utilization of activity funds allotted for, among other 
things, financing the vocational training of jobless persons and persons 
changing their vocational careers, payment of equalization allowances, 
organization of emergency work programs, etc. 


These measures appear to be insufficient from the standpoint of the scale 
of the problem. Some of them, such as lowering the age of retiremnnt, pro- 
duce marked negative side effects in the subsectors in which there is an 
employment shortage, while at the same time withdrawing the most experienced 
workers from vocational and professional activity. To strengthen the effec- 
tiveness with which the labor market is directed, in our opinion, a broader 
application of economic instruments is indispensable. 


This concerns, above all, the control exercised by the financial and banking 
apparatus over the granting of loans, subsidies and tax relief, which need 
not be granted to enterprises operating at a loss, as well as over the 
monitoring of the correctness of cost-effective accounting in order to 
eliminate instances of increases in product prices to offset the costs of 
overemployment. In addition, wages should be made more attractive in enter- 
prises at which growth in output is obstructed by a continuing shortage of 
manpower . 





As regards the "ab.orption” of the thus relieved surplus manpower, it appears 
indispensable, above all, /to identify the needs for skilled personnel during 
the coming decade and, on this, basis to readjust the orientations of voca- 
tional training/. At the same time, it also appears indispensable to in- 
crease the outlays on the expansion of the material facilities for the 
development of che handicrefts industry, trade and services, as well as to 
radically revise the system of legal regulations impeding the development 

of private enterprise (some of which, characteristically, derive from as far 
back as the era of fedualism). Finally, an active approach is needed toward 
the problem of the /employment of Polish citizens abroad in the form of 

trips by organized teams of experts/; the expansion of the scope of export 

of construction services; employment in nei-*boring couutries in so-called 
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border traffic; and, to a specified extent, individual trips abroad for 
purvoses of gainful employment. 


The above directions of action should contribute to restoring the structural 
equilibrium of employment. But they will not totally eliminate the employ- 
ment surpluses in industry and construction. Hence, it would be necessary to 
decide /to adopt more radical solutions as well, in the form of the creation 
of the so-called passive employment/. This would mean setting up contingency 
groups formed through signing labor contracts with the least skilled workers 
and those with low labor discipline or who work in "surplus" trades and do 
not avail themselves of the possibilities for retraining. Such persons could 
be utilized in growth enterprises that are expanding their profitable produc- 
tion, in private housing construction, and in specific projects such as land 
reclamation work, municipal sanitation, maintenance and repair of railroad 
tracks, etc. 


Social Policies 


The traditional model of social policies, consisting of meeting existing 
needs, has been encountering major implementation problems. These ensue 
from the general incapability of the economic organism--the decline in 
national income and in the consumption fund. /The social policies and scope 
of the guardian functions of the state cannot continue to exist in an 
explicit conflict with the results achieved in material production and the 
country's economic possibilities./ 





The adaptation of the model of social policies to the existing economic base 
means the necessity of curtailing the guardian functions of the state, with 
the exception of the most pressing social needs. It is necessary to re- 
analyze this model from the standpoint of the concentration of the state's 
efforts on selected fields. This means in particular: 


--consideration of the problem of the social minimum [guaranteed subsistence 
level] under the present critical conditions from the standpoint of relating 
it more realistically to the reduced level of real personal income; 


--the consideration of the scope and forms of certain nonreimbursable social 
services from the standpoint of their partial “commercialization.” Here a 
major factor is the problem of the low quality of these services in relation 
to social expectations, and the lack of opportunities for effective improve- 
ment of this situation through increasing the outlays from the state budget. 
While partial protection of certain segments of society should be retained, 
the “economization” of certain social services in return for a major improve- 
ment in their quality could meet with public approval. 


The changes in the social policies should also be oriented toward curtailing 
the direct distributive functions of the state as regards the distribution 
of income from labor, and strengthening the indirect functions (e.g., income 
tax, indirect taxes) as well as preserving the principle of protection for 
individuals and families whose survival is the most threatened. 
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Summing up briefly the theses presented above, ve can state that our purpose 
was to demonstrate /the necessity of settling the problem of foreign indebted- 
ness on terms providing a chance for restarting the economic mechanisn/, in- 
creasing the exporting capability, and commencing the process of debt reduc- 
tion. We further stated that the activation of this process requires an in- 
crease in supply imports at the expense of grain and feed imports, along vith 
the concomittant far-reaching “economization” and rationalization in the 
sphere of production and distribution. In practice, this would mean « 
significant decline in the food-consumption level during the initial period 
(2-3 years) along with a tangible increase in exports and in the market 
supply of manufactured consumer goods owing to the fruitful effects of the 
increased supply imports, as well as owing to the reallocation of means of 
production and manpower resources and the absolute implementation of the 
requirements of cost-effectiveness analysis. 


The proposed version may be reproached for ignoring the current socioeconomic 
realities in this country. /Yet essentially it stems from the recognition 
of drastic economic realities as the crucial factor in the long-range devel- 
opment of the situation, and it is intended to counter them with measures 
commensurate with the depth of the consequences of the crisis./ For we must 
conclude that any further maintenance of the state's protective “umbrella” 
over the level of the consumption of goods and services in the traditional 
structure will result in--as indicated by simulation-model calculations--a 
systematic decline in per capita national income or, in the best case, the 
reconstruction of the level of income prevailing in the late 1979s, toward 
the end of the current decade. The social consequences of such a development 
would probably, even within a few years, necessitate suspending the repayment 
of the foreign debt and transition to a path close to that proposed in the 
program presented there. This would mean further delays in overcoming the 
crisis and attaining the stage of economic growth. 
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[Article by Czeslaw Skowronek: “Opererating Principles for Enterprises in 
1982 and Their Impact on Materials Managenent"] 


[Text] From the beginning of 1982 the state enterprises started to operate 
under sew principles. A process of inculcating the economic reform began. 
Its basic solutions were included in the "Directions of the Economic Re- 
form" accepted by the Ninth Party Congress and adopted by the Polish Sejm. 
This document was the basis for the initiation of the process of prepara- 
tions for the next legislative developments. Thus, on 25 September 1961, 
after lengthy preparations the Sejm passed two laws of fundamental signi- 
ficance to the whole shape of the reform, that is, the law on state enter- 
prises (DZIENNIK USTAW No 24, Item 122) and the law on the state enterprise's 
worker self-government (DZIENNIK USTAW No 24, Item 123). 


In December the government sent the Sejm a package of eight draft lews to 
regulate the basic principles of the national economy's operation. Before 
the laws were passed*, the economy could not operate in a “systems void."** 
Therefore the principles of the economy's operation needed to be established 
back at the beginning of 1982. To this end, on 30 November the Council of 
Ministers passed Resolution No 243 on the principles of operation of the 
state enterprises in 1982 (MONITOR POLSKI No 32, Item 287). This resolu- 
tion regulates in a comprehensive way the mechanism of the national econo- 
my's operation. The basic solutions in the resolution come from the draft 
laws referred to the Sejm. Hence, we can say that the principles set down 





*These lavs were passed by the Sejm at sessions on 26-27 February of this 
year. 

**The provisions of Council of Ministers Resolution No 118 of 1980 on the 
principles of operation of the economy expired as of 31 December 1961. 
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in the resolution begin the process of inculcating the economic reform. 
The decisions in the resolution take into account the particular condi- 
tions in which the economy finds itself, especially the deep economic im- 
balance in many fundamental segments of the economy's operation, that is, 
in material supply, in foreign trade, and on the domestic market. ia this 
state of affairs, some systems decisions implemented by the resolution are 
a departure from the ultimate solutions and are transitional in nature. 

As the nationa) economy achieves equilibrium, they will be eliminated. 
Certain solutions for the interim period related in particular to distri- 
bution and state control of means of production and consumption were pro- 
vided for back in the middle of 1981 in the basic reform document, "The 
Directions of the Economic Reform." 


The introduction of martial law into the country and the economy last 
December did not stop the work related to the economic reform. The basic 
decisions of the Council of Ministers resolution on the principles of opera- 
tion of the enterprises in 1982 are stili timely. Certain changes were 
introduced by Council of Ministers Resolution No 278, dated 30 December 
1981, on the operation of the economy under martial law (MONITOR POLSKI, 

No l, Item 1). 


Our future deliberations will be based on the decisions in the two above- 
mentioned Coun-il of Ministers resolutions. 


We are presenting the basic solutions of the mechanism of the economy's 
operating, making an assessment of the extent of their impact on the 
materials management of the enterprises, particularly in two major seg- 
ments of it: 


1) the operation of supply functions, 
2) effective materials management in the enterprise. 
Economic Planning 


In a fundamental way the provisions of the resolution change the course of 
the planning of economic activity at both the central and enterprise levels. 
There is no direct relationship or arithwetic consistency between the cen- 
tral plan and the plans of the enterprises. Here it is only a question of 
directional consistency, which should be shaped by economic instruments. 

The central plan does not directly set tasks for the enterprises or indi- 
cate the means for accomplishing them. 


the enterprises independently plan their own economic activity and are 
directed by the foliowing circumstances: 
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1) knowledge of the possibility of selling their own production and ser- 
vices for export and the domestic market; it is also a matter of contracts, 
customer orders, and also a realistic forecast of demand, 


2) knowledge of the possibilities of obtaining supplies of raw and other 
materials, fuel, and power, and of the assurance of essential facilitations 
through contracts with suppliers, as well as obtaining necessary alloca- 
tions of items included in official distribution plans, 


3) operating production potential and the possibility of expanding it, 


4) the set of instruments, norms, and standards (especially financial ones) 
contained in the solutions of the economic system of the enterprises, 


5) the collection of information from the Central Annual Plan. 


In 1982 the basic element determining the dimensions of the enterprises' 
production activity is the availability of raw and other materials, fuel, 
and power. 


The sizes of the supply of these factors of production will have an impact 
in most cases on the size of the production program of the enterprises in 
the processing subsectors of industry, construction, and other sectors of 
the national economy. 


The restricted supply capabilities also have an impact on concrete deci- 
sions in the planning sphere at the central level. It is anticipated that 
an annual plan and quarterly plans will be drafted. 

The realization of priority socioeconomic goals will be assured by what 
are called operating programs. The enterprises carrying out these programs 
will receive priority in supplies of materials and in obtaining import 


funds. Fourteen operating programs have been listed altogether. Here are 
examples of what they include: 


Deliveries and management of fertilizers and pesticides, 


Supplying agriculture and the food industry with machinery, equipment, 
fehicles, spare parts, tires, and batteries, 


Production of fuel and power, 
Production and supply of protective and workmen's clothing, 


Exports to countries of first payments area [socialist countries] and 
second payments area [capitalist countries], 


Production and supply of meat and fats, 
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Management and processing of milk, 


Production for the country's defense preparedness. 


Special plenipotentiaries of the various ministers have been entrusted 
with coordinating the execution of these programs. 


The provisions of the resolution envisage that the coproduction contracts 
previously entered into will be maintained. They can be dissolved only 
with the consent of both parties or as the result of the handing down of 
a decision by the arbitration commission. 


The new planning mechanism can be summed up concisely as follows: 


1) the central plan will not directly set the tasks for the enterprises 
or the means of carrying them out, 


2) the enterprises’ plans tre autonomous, completely independent programs 
of their operation, 


3) the central plan lists particularly important priority goals which are 
included in what are called operational programs, 


From the viewpoint of the materials economy, the planning principles in 
effect in 1982 will have the following consequences: 


1) priority in the supply of raw and other matetials, fuel, and power will 
be given to those enterprises which are producing the goods and services 
included in the operational programs, 





2) the sizes of the enterprises’ economic activity will depend on materials- 
power factors of production, and therefore the enterprise's own understand- 
ing of the supply possibilities must be the basis for constructing its plan, 


3) the prohibition against unilateral breaking of coproduction contracts 
is aimed largely at maintaining conditions for completing production. 


Decisions in the sphere of economic planning have an impact on future 
solutions for the mechanism of the functioning of the economy. This par- 
ciculerly applies to the supply system, which we will develop somewhat, 
owing to the subject's importance to the economic reform as a whole, 


Principles of Material-Technical Supply 


During the transition period of the economic reform, the mechanism of the 
functioning of material supply will be of particular significance. This 
significance stems from the extreme imbalance in this segment of the 
national economy. For this reason special solutions must be applied which 
differ from the ultimate shape of the reform. These solutions were pro- 
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posed by Group VII of the Economic Reform Commission and with some modifi- 
cations were included in the provisions of the Council of Ministers' Reso- 
lution dated 30 February 1981. 


Especially the following points are of particular significance: 
1) increase in the role of contracts in supply proceses, 

2) new way of balancing materials, 

3) altered sphere and manner of distribution, 

4) new role and function of the supply turnover organizations. 


Even in 1982 a fundamental proportion of technical-material supply should 
be based on sales contracts (for deliveries) freely entered into by suppli- 
ers and customers. It is estimated that about three-quarters of all supply 
will be accomplished this way. As suppliers the enterprises will be en- 
tirely free in their selection of channels and forms of sales (direct, 
intermediary, to enterprises trading in the means of production). 


Next, the enterprises which appear on the market as customers will have 

the full right to choose their sources of supply: the producer, wholesalers, 
retail. Except for restrictions implied by distribution and turnover mono- 
polies, which we will discuss later, there will be no administrative re- 
strictions operating here, but it must be clearly emphasized that here 
there are many problems arising out of the grave developmental imbalance, 
import restrictions, and the like. There will probably be difficulties in 
buying items not covered by the distribution system. As the result of 

the difficulties in covering their needs, many enterprises will have to 
limit the size of their production, but it should be anticipated that the 
enterprises’ material interest in increasing production will occur, parti- 
cularly where there are no materials barriers. 


Economic pressure should liberate initiative and the enterprises’ interest 
in increasing production and saving materials, which should turn into an 
additional supply of production and services. 


Despite these difficulties, the basic direction of the reform -- this is 
the horizontal production-supply relationships and contracts as instru- 
ments for guiding production, supply, and the sales of independent economic 
units, the enterprises -- should be accomplished to a great extent even in 
1982. 


The basic instrument for providing equilibrium in supply should be materials 
balance-sheets. The principles envisage 88 central materials balance- 
sheets to be drawn up at the central level in 1982, with 73 of these being 
drafted by the Council of Ministers Planning Commission and 15 by the Of- 
fice of Materials Management. 
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The central materials balance-sheets include the basic raw and other 
materials, fuels, and also secondary raw materials. The balance-sheets 
are an instrument of internal coordination of the central plan and prin- 
ciple of material supply policy. If a given item on the balance-sheet 
is not part of the distribution system, then the balance-sheet is solely 
informational, and no distribution decisions come out of it. This clear 
definition of the role and functions of balance-siieets and distribution 
is important throughout the mechanism of the economy's functioning in 
the future. As an instrument for insuring balance, the balance-sheets 
are a fixed component of the mechanism of the functioning of the economy. 


As a method of making resources available, the distribution system, on the 
other hand, should be temporary in nature and stem only from the lack of 
balance on the means of production market. 


The further process of inculcating the economic reform should lead to the 
inculcation and development of the modern methods of balancing materials. 
The balance-sheets should become a real instrument to even out the economy. 
On the other hand, the distribution system should be a disappearing method 
for allocating material resources. 


The serious imbalance on the means of production market is making necessary 
the temporary continuation of the distribution of the means of production, 
but the way it works under the reform is completely altered and remote 

from the previous vertical ministry-branch management systems. 


In 1982 the distribution system includes 16 groups of items of fundamental 
significance to the functioning of the national economy. These are: hard 
coal, coke, liquid fuels, products of ferrous metallurgy, products made 
out of noble metals, electric cables, batteries, plastics, rubber, tires, 
cement, softwood lumber, chipboard, paper and cardboard, and raw hides. 
It must also be added that limits have been placed on the consumption of 
electric power as well as natural gas and coking gas. 


At the central level the Council Of Ministers handles distribution on the 
basis cf the proposals presented by the Chairman of the Planning Commission 
and the Minister of Materials Menagement. This distribution encompasses 
only the basic directions of domestic consumption and export. On the other 
hand the detailed distribution is handled by designated supply turnover 
organizations, such as the Coal Sales Center for coal, the Metallurgy Sup- 
ply Center for coke, CENTROSTAL for products of ferrous and steel metal- 
lurgy, and the Cement Sales Office for cement. 


The individual supply turnover organizations may use various methods of 
distribution, that is; 


1) registered allocations for all customers, 


2) registered allocations for the largest customers, while using the 
principle of free sales for the rest, 
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3) limited sales for certain groups of customers, while using the principle 
of free sales for the rest. 


Thus the customer-enterprises receive allocations from the supply turnovr 
units, not, as in the past, from superior units. In receiving materials 
allocations, priority will be given to those enterprises that are carrying 
out production of priority goods and services included in the operational 
programs. 


A proportion of the enterprises will not be able to obtain an adequate 
supply of materials to fit their production capacities. There will pro- 
bably be a need temporarily to limit or suspend production. These are 
extremely difficult but necessary decisions, when we take into account 
the severe imbalance on the means of production market and the drastic 
import restrictions. 


Within the whole structure of the supply system, the supply turnover organi- 
zations have a special role to play. There will be several characteristic 
changes from their previous operation. 


The supply turnover organizations are becoming a major link in the distri- 
bution of items included in the distribution system. They will determine 
the precise directions of distribution, being directed by priority goals 
included in the operational programs and also the sales guidelines formu- 
lmed by the central bocies. The organizations engaged in the distribution 
of items will receive the right to exclusive turnover of these items. 

This means that the enterprises producing distributed items will not be 
able to dispose freely of the production entrusted to them. The directions 
and forms of its sales will be determined by the supply turnover organiza- 
tions. This exclusive right does not apply to items which do not meet the 
established quality and utility requirements or improper reserves subject 
to a different sort of management. 


The enterprises which handle the sales of items covered by exclusive right 
of turnover without a corresponding decision by the turnover unit are sub- 
ject to grave financial sanctions. They are obliged to turn over to the 
budget a sum corresponding to 50 percent of the value of the items sold, 
Alongside items included in the distribution system, exclusivity (monopoly) 
in turnovers has been also applied with regard to several other areas, 
that is: electrodes and zinc-lead binding agents, protective clothing and 
personnel protection equipment, fire-fighting equipment and extinguishing 
agents, cotton and wool, asbestos, chemical reagents, phosphorites, and 
apatites. Altogether exclusive turnover rights are held by 20 supply 
turnover organizations. 


The use of the above-mentioned solution is aimed at expanding the extent 
of control using the supply processes during the transitional stage of 

the economic reform. Undoubtedly this will limit the enterprises’ inde- 
pendeace both in terms of sales and in terms of supply. It will create 
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in a sort of official way a turnover monopoly, thereby facilitating the 
operation of the turnover enterprises. We should watch carefully the cor- 
rect functioning of this point of the returm. As supply and demand come 
into balance in the various groups of items, we should withdraw the right 
of exclusivity, because it is in essence contrary .o the ultimate structure 
of the reformed supply systen. 


Another new element in the operation of the turnover organizations is the 
creation, in the material turnover units conducting the system of materials 
distribution,of special oversight groups. These groups include representa- 
tives of the Planning Commission, Office of Materials Management, Minister 
of National Defense, and other interested ministries and central offices. 
It is the task of these groups to exercise general oversis;ht over the dis- 
tribution of materials and to review appeals concerning allocations. 


We have presented in the most concise way the basic principles of the 
operation of the technical-material supply system. The following conse- 
quences stem from them for the production enterprises: 


1. A fundamental share of technical-material supply, even during the ini- 
tial phase of the inculcation of the economic reform, will function on the 
principle of horizontal production-supply relationships established by 
way of contracts. Therefore the enterprises must independently concern 
themselves with insuring adequate supply as well as with selling their own 
production. 


2. In many enterprises the supply possibilities will determine the sizes 
and structure of production. I think that during the initial stage of the 
reform, there will not be any great problems with selling their production. 


3. The manner and principles of distribution will change drastically. 

The production enterprises will enter into cooperation in these affairs 
with appropriate turnover organization. This also concerns those enter- 
prises in which certain functions in the supply sphere have been entrusted 
to associations of enterprises. 


4, For 21 supply turnover organizations the introduction of exclusive 
right of turnover for specific groups of items will lead for certain 
enterprises to restrictions in the realm of selling their production and 
will also narrow the field of choice of sources of supply. 


Principles of Import 


Because cf the very difficult situation in the country in the realm of 
the balance of payments (large debts reaching nearly the value of 4 years’ 
exports) and trade (continued great drop in exports and a level of imports 
which exceeds the level of exports), during the initial phase of the in- 
culcatior the economic reform, there will be great import restrictions. 
import restrictions are still worse under martial law, because certain 
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capitalist countries are imposing specific export-import restrictions, 
which is making it more difficulty for enterprises to gain access to im- 
ports. 


In general we can indicate that there will be two basic sources of foreign 
exchange funds: 


1) fereign exchange allowances from revenue gained from export, 
2) allocations of funds by central bodies for precisely specified purposes. 


Foreign-exchange allowances represent a source of import financing for the 
purpose of carrying out export production. They will be obtained by those 
enterprises which export goods to countries of the second payments area 
[capitalist countries]. The level of the rate of foreign-exchange allowances 
is set as a ratio of the value of deliveries for export production from 
coproduction and supply imports to the exports accomplished in convertible 
currency. This ratio is based on the actual data for 1980 or, in the event 
of significant changes in this ratio, taking into account the assumptions 

of imports and exports in 1982. 


The maximum value of the allowance rate cannot exceed 50 percent of export 
income. The particular way of setting the allowance rate is set by the 
Minister of Foreign Trade in cooperation with the Minister of Finance. 

It should be emphasized that part of the foreign-exchange funds gained as 
a result of the allowances may be passed on by the enterprise to its co- 
production partners. This should enhance their interest in undertaking 
coproduction for the purposes of export. 


At the central level, the Chairman of the Planning Commission has created 
an interministry team to guide imports. This group will allocate cash 
foreign-exchange funds for the following purposes: 


1) carrying out operational programs, for the appropriate ministers, who 
oversee the execution of these programs, 


2) importation of raw and other materials on the central balance-sheets, 
for the Minister of Foreign Trade (it is with regard to «items on the 
centrally produced balance-sheets drawn up by the Planning Commission 
and the Office of Materials Management), 


3) imports for needs of the domestic market, for the Minister of Domestic 
Trade and Services, 


4) needs Of the nonproduction sphere, for directors of appropriate offices 
and institutions, 


5) imports for central investments, for the appropriate investors, 


6) imports designated to create state reserves. 
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On the other hand, it should be stated that funds for imports will be very 
limited, and to this extent the needs will not be met. 


A concrete production enterprise may obtain these funds from various 
sources, that is, from other enterprises, from a central allocation, which 
will depend on its concrete situation. 


Producer Prices 


The principles for creating and using the prices which will be in effect in 
1982, unlike other segments of the functioning of the national economy, 

to a great extent have an ultimate nature which will be defined in the price 
law. These principles are of fundamental significance in the sphere of 
materials management, because they create the conditions for an economic 
choice in buying materials and will serve as an incentive to save materials. 
The force of this impact, however, will depend on a number of factors and 
circumstances, which we shall try to point out. 


In the realm of the means of production we can define three basic price 
categories: 1) official prices, 2) regulated prices, and 3) contract prices. 


Official prices are set by the Council of Ministers or at its authorization 
by an appropriate body of the central administration. These prices cover 
three basic groups of items: 


1) means of consumption and services of fundamental significance to the 
cost of living and the protection of the population's health, 


2) means of production and services of fundamental significance to the 
enterprises’ production costs, 


3) basic farm products procured by units of the socialized economy: grain, 
slaughter cattle, slaughter hogs, chickens, milk, sugar beets, rape, tobac- 
co; these products in most cases are a means of production in the manufac- 
ture of concumer goods. 


Official prices apply to the following means of production: 


dard coal, brown coal, and coke 11. Cotton and wool 


l. 

2, Crué¢e oil and fuel oil 12. Chemical fibers 

3. Piped and bottled gas 13. Raw hides 

4. Electric power 14. Rubber 

5. Ores and scrap metal 15. Apatites and phosphorites 

6. Ferrous and steel products 16. Sulfur and sulfuric acid 

7. Nonferrous metal products 17. Chemical fertilizers, fertilizer lime 
6, Timber and sawn lumber 18. Grain, commercial fodder, and fodder 
9. Cement additives 

10. Celiulose 19. Domestic shipments of goods by rail, 


truck, or water transport 


32 














The prices of the means of production of fundamental significance to 
enterprises’ manufacturing costs are set at the level of prices paid or 
obtaining in foreign trade with free foreign-exchange countries. If there 
are differences between the price set and the average price in free foreign 
exchange turnovers and these differences exceed 10 percent, then the offi- 
cial price should change correspondingly. If there is no possibility of 
setting prices at the level of foreign trade prices, then the official 
price is set at the level of mean production costs, with attention given 
to the profif surcharge necessary for the enterprise's self-financing. 


Regulated prices are set by the enterprise in its own area on the basis of 
the costs of production and selling goods and services plus the profit sur- 
charge. The profit surcharge is established as a percentage of the amount 
representing 8 percent of the value of the direct fund financing fixed as- 
sets, material and legal values, and working capital as of 1 January 1982 
up to a total of the processing costs the previous year. 


The minimum surcharge for profit amounts to 10 percent of processing costs. 
Processing costs are calculated according to the following principles: the 
total prime cost is reduced by the direct materials costs along with pur- 
chase costs, the costs of outside processing, and also the guarantee costs 
and losses for defects. 


We can present as follows a simplified example of the calculation of the 
profit surcharge: 


1. Statutory fund financing fixed assets 


and nonmaterial and legal costs -100 million zlotys 
2. Statutory fund in working capital _~.20 million zlotys 
3. Total 120 million zlotys 
4. Total prime cost 150 million zlotys 
Breakdown: 
Direct material consumption costs -85 million zlotys 
Purchase costs - 5 million zlotys 
Outside processing costs - 3 million zlotys 
Defect and guarantee costs __-10 million zlotys 
Total 103 million zlotys 
5. Processing costs 47 million zlotys 


Thence the percentage index of the profit surcharge amounts to 
arcane - 38 20.4 percent 


Thus in our example the average profit surcharge on processing costs 
amounts to 20.4 percent, or is higher than the lower projected limit by 
10 percent. This is the way it should be in the concrete example in cal- 
culating the prices of goods. 
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Regulared prices are set on the following groups of products and services: 


1) commodities and services whose production or rendering is subsidized by 
the state, 


2) materials, if their delivery is sased on distribution schedules or is 
included under the obligatory intermediary system and there are no offi- 
cial prices established for then, 


3) imported means of production, if their import takes place within the 
framework of allocated foreign-exchange funds and they have no official 
prices established for them, 


4) basic means of production for agriculture: farm equipment and machinery, 
tractors, and pesticides, 


5) foodstuffs of a standard nature specified in Appendix 4 to Resolution 
No 243. 


Contract prices encompass goods and services not covered by official or 
regulated prices. They are set by contract between suppliers and customers. 


We have presented the most general principles for the creation and applica- 
tion of prices. There are certain general comments which come up against 
this background, and certain consequences also follow therefrom concerning 
the way the enterprise proceeds and concerning the influence on the sphere 
of materials management. 


The fact that the prices of basic raw and other materials are based on 
foreign trade prices is of great significance to the whole shape of the 
economy. It creates conditions for realizing the foreign trade profitabi- 
lity prices. It makes rational cost effectiveness possible. By carrying 
over the prices of basic raw and other materials to the production costs of 
the final products, the general level of costs is made realistic and the 
circumstances are created for assessing the real profitability of foreign 
trade. 


The principles established for constructing regulated prices will give 

the priority to those enterprises which have production assets of high value 
at their disposal, regardless of the extent to which they are utilized. 
There can aiso be further consequences in the realm concretely of tne 
ratios of processing costs, the level of production assets. This would 
require separate treatment. 


On the one hand, contract prices should incline the enterprise to undertake 
auditional profitable production, and on the other side, the deep imbalance 
in many segments of the means of production market can create an excessive 
inclination to increased prices. 














All these issues will need to be carefully followed, and appropriate regu- 
latory action will have to be undertaken. 


Two basic problems are related to the est*>biishment and application of 
prices in the sphere of materials management: 


1) the incentive nature of prices in the sphere of management effective- 
ness, 


2) practical action of supply services under the conditions of applying 
the new price-setting principles. 


A basic question arises as to whether the new principles of setting prices 
are creating sufficient conditions for increasing the effectiveness of 
materials management, and especially for reducing the mterials-intensive- 
ness of production. I think ar answer to this question would be premature. 
We do know many of the elements of the enterprises’ behavior under the 
conditions of the reform. Undoubtedly there are many solutions which should 
be inducements to improving management effectiveners, but it is not certain 
whether they are fully operative. This depends on the effectiveness of all 
the basic solutions of the economic reform. The state of equilibrium on the 
means of production market will also exert substantial influence here. 


The new price-setting principles are creating new phenomena never before 
encountered in the work of the supply services. These services must become 
fully cognizant of the principles for calculating prices, in order to be 
fully prepared to carry on the proper price negotiations, know the proper 
levels, properly calculate the components, and so on. 


Each transaction in the realm of contract prices can be different in 
terms of the level of prices paid. This requires new decisions concerning 
the listing of materials, the use of fixed contract list prices, and the 
clearing of discrepancies. 


General indices for clearing discrepancies will probably not work, because 
they can distort costs. The prices will have a direct influence on costs. 
Therefore the following and monitoring of their levels and the taking of 
measures to reduce them are new tasks for the supply services. 


Related to prices is the system of profit margins in trade. If is anti- 
cipated that for commodities bound by official and regulated prices, 
marg.os set according to the same principles will be used. In the other 
cases, contract commission fees and margins will be used. The principles 
for setting margins will also make it possible to select sources of supply. 
The supply services must calculate which sort of purchase is the most 
profitable: the producer, wholesale, or retail trade. 


Thus the new principles for setting and applying prices are creating new 
phenomena in the activity of the enterprises. The skillful use of the 
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positive elements of the changes can lead to increased management effective- 
ness of the enterprise. The lack of knowledge of opportunities for improv- 
ing the economics by having an impact on prices may cause the enterprise 

to suffer adverse financial results. 


The Incentive System 


A particularly important component of the new mechanism of the economy's 
operation is the incentive system, or, to put it another way, the principles 
of financing remuneration. The principles introduced in Resolution No 243 
drastically differ from those systems solutions which were previously in 
effect. The size of the funds for wages and remuneration is not directly 
related to any standard of measure of the enterprise's activity. 


There are three basic sources of increasing remuneration: 

1) increase in remuneration that is a component of prime production costs, 
2) increase in remuneration from profit distribution, 

3) price increase adjustments set centrally by state bodies. 


In addition, as in the past, the annual bonus fund, called the thirteenth 
paycheck, is calculated into costs. 


We shall discuss the sources of remuneration increases and at the same time 
show the possibilities for using them as an incentive to increased effec- 
tiveness in materials management. 


The enterprise independently sets the size of the funds for remuneration 
in keeping with financial possibilities and the needs of its activity. 
Remuneration encompasses all sorts of cash expenditures and the value of 
services in kind [ fringe benefits] (or their cash equivalent), which the 
enterprise pays directly for the benefit of physical parties for the work 
they perform. Expenditures of this type are charged directly as costs of 
the enterprise's operation. 


The enterprise independently distributes funds for remuneration among its 
various cowponents, being guided by the wage-skill pay scale tables in 
effect. It also sets independently the principles for awarding bonuses, 
setting aside a specifi. share of the wage funds for bonuses. 


Obviously the enterprise cannot arbitrarily or unrestrictedly increase the 
cash funds designated for remuneration. The limitations which occur 

are entirely economic and not administrative in nature. They are shaped 
on the basis of certain parameters. The mechanism of regulating funds 

for remuneration, generally speaking, is based on the liabilities of 
increase in mean pay in relation to the previous year per employee. These 
liabilities are paid out of the profit for distribution minus the deduc- 
tion for the reserve fund according to the following scale: 














Item Percentage Increase in Mean Rate of Liabilities in Per- 





No Remuneration centage of Amount of Increase 
in Mean Remuneration 
l up to 3 percent 0 
2 over 3 percent up to 4 percent 25 
3 over 4 percent up to 5 percent 50 
4 over 5 percent up to 6 percent 75 
5 over 6 percent up to 7 percent 100 
6 over 7 percent up to & percent 200 
7 over 8 percent 400 
Table 1. Enmcumbrance for Various Sections and Total Encumbrance Calcu- 


lated as the Product of the Encumbrance of Increase in Mean Remuneration 
and Mean Employment 
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[Key]: 


(a) Item number (1) up to 3 percent 


(b) Average percentage growth (2) over 3 percent up to 4 percent 
(c) Number of points (3) over 4 percent up to 5 percent 
(d) Value of points (4) over 5 percent up to 6 percent 
(e) Rate of encumbrance in percent (5) over 6 percent up to 7 percent 


(f) Employment in year examined (6) over 7 percent up to 8 percent 


(g) Amount of encumbrance (7) over 8 percent up to 9 percent 
(h) In the particular fitterval (8) over 9 percent 
(j) Compounded (9) total 
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The amount of the liabilities is calculated using a compound method, 
separately for each interval of increase in remuneration. The mechanism 
of liability of increase in mean remuneration contains no elements which 
would prove an incentive for rationalizing employment. The increase in 
employment, especially in the lower remuneration groups, will have a favor- 
impact on the level of increase in average remuneration. In this connec- 
tion provision has been made for a liabilities correction mechanism, by 
taking into account the changes in the level of employment. Now, the 
percentage of increase in average remuneration is reduced by the percentage 
decline in employment compared to a similar period the previous year, but 
not by more than 5 percent. 


The whole mechanism for calculating the liability is presented below, in 
the following simplified example; 


1. Employment: a) in the base year 200 persons 
b) in the year examined 196 persons 
c) level, percent of employment 


in year examined in relation to previous year 3 percent 
2. Remuneraticr a) in base year 18 million zlotys 
b) in the year exumined 20 million zlotys 
c) index (percent) 111.1 percent 
3. Mean annual remuneration per employee: 
a) in base year 90,000 zlotys 
b) in the year examined 102,040 zlotys 
c) index .n percent 113.38 percent 


Taking these data into account, that is, the decline of 2 percent in 
employment and the 13.38-percent increase in mean remuneration, we adopt 
for the calculation an increase of 11.38 percent in mean remuneration, 

or 1 percent of the increase in mean remuneration corresponds to the sum: 


12,040 zlotys: 11.38 percent = 1,058 zlotys. 


The calculations made in our example show that a large 13.38 percent 
increase in mean remuneration, even with a 2-percent decline in employ- 
ment creates a very great increase in liabilities as a result of the 
progression, particularly where the rise in remuneration exceeds 8 per- 
cent. 


Following are comparisons. Accepting the assumptions in our example, 
the amount of liabilities is 3,736,700 zlotys, while the increase in 
remuneration amounts to 2 million zlotys. Such a great increase in 

mean remuneration is unprofitable for the enterprise in any case. The 
liabilities sum paid out of profits is 1.7 times greater than the amount 
of the increase in remuneration. The enterprise should choose that in- 
terval in which the increase in mean remuneration is profitable for it. 
An increase of up to 9 percent in mean remuneration creates liabilities 
which do not exceed the increase in the amount ci remuneration. 
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For the various intervals of liabilities we can establish their ratio 
to the amount of increase in remuneration. In our example, these sizes 
will be as follows: 


Interval of Increase in Amount of Liabilities Percent for Increase 


Mean Remuneration Increasing in Total Remuneration 
(2 million zlotys) 
up to 3 percent --- -—— 
up to 4 percent 51,824 2.6 
up to 5 percent 155,526 7.8 
up to 6 percent 311,052 15.6 
up to 7 percent 518,420 25.9 
up to 8 percent 933,156 46.7 
up to 9 percent 1,762,628 88.1 
up to 10 percent 2,592,100 129.6 
up to 1l percent 3,421,572 171.1 
up to 11.38 percent 3,736,740 186.8 


The data show that the increase in mean remuneration up to 7 percent 
does not create a great rise in liabilities, but any further increase, 
especially above 8 percent, drastically increases the liabilities. 

In individual enterprises the ratios may be somewhat different, but the 
basic ratios correspond to the example presented. 


Another source of increase in remuneration consists of bonuses out of 
the profit for distribution. A rise in this remuneration amounting to 

7 percent of the mean remuneration obtained in 1981 is not taxed 
(liabilities for the vocational activation fund). Any further increase 
is taxed, and a great deal: the liability is 200 percent between 7 and 8 
percent and 400 percent over 8 percent. This should combat excessive 
allocation of profits for bonuses. 





Generally we can sum up the following remuneration increase ratios: 

an increase in remuneration of less than 10 percent is not taxed, 

and increase up to 14 percent are taxed to an inconsequential extent. 

It would seem that the ratios adopted should create an effective mechan- 
ism for increasing management effectiveness. We shall return again to 
this matter and sdiscuss the principles of the enterprises’ financial 
management. 


What then are the consequences of the principles of structuring remunera- 
tion in terms of the materials economy? We can point out the following 
aspects of this problem: 


1. The enterprise is free to set aside part of its wage funds and part 
of its profits designated for bonuses to serve as an incentive for 
improved effectiveness in materials management, to gain savings of 
materials, for the rationalization of reserves, to reduce supply costs, 
and so on. 
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2. Increases in remuneration will come mainly out of improved effec- 
tiveness expressed in a growth of profits. Thus, there should be 
strong pressure to improve materials management. 


3. Incentives for increasing the effectiveness of materials management 
through certain motivational solutions should be plugged into the whole 
mechanism of the enterprise's internal economic accounting of cost ef- 
fectiveness. This is an extremely important matter, if we want effective- 
ly to bring about an improvement in management efficiency and an increase 
in remuneration. 


Elements of Financial Management 


The principles of financial management are a parallel segment of the 
whole mechanism of the enterprises’ economic functioning. In this con- 
nection we shall discuss only certain elements which are most closely 
related to materials management. The basic component of financial 
management is the structuring of income and profit and its distribution, 
along with the utilization of corresponding funds created as the result 
of the distribution of profit. 


The financial result in the form of profit has been recognized as the 
basic standard by which to assess the enterprise's activity. The 
financial result is the difference between income from sales along with 
the appropriate product [goods and services] subsidies and the prime 
costs of these sales, less the turnover tax corrected in terms of the 
compensatory clearing of accounts from foreign trade and the balance 

of extraordinary profits and losses. 


To clarify the picture we can take the creation and distribution of 
the financial result in the following scheme: 


Income from Sales 
' 





¢ 
+ Product Subsidies 
' 
$ 
- Turnover Tax 
' 
% 
+ Compensatory Clearings of Accounts in Foreign Trade 
' 
% 
+ Balance of Extraordinary Profits and Losses 
' 
% 
- Prime Cost of Sales 
’ 
% 
Financial Result 
' 
$ 
= Income Tax 
' 
% 
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% 

Product Subsidy 
' 


% 
+ Share in Financial Result of Joint and Mixed-Capital Enterprises 
' 


% 
Profit for Distribution ¢ 


+ 








Compulsory 10-percent Deduction for Reserve Fund ¢ 
Liability of Remuneration Increase for Vocational Activation Fu 
For the Enterprise's Internal Needs as It Sees Fit @-- 
Bonuses Out of Profit 
Development Fund <— I 








The impact of materials » agement exists in many elements of the crea- 
tion and distribution of the financial result. On the principle of feed- 
back, in turn, many of these elements can be used as incentives for an 
increase in the effectiveness of materials management. 


We shall discuss a few selected elements: 


1) the structuring of income from sales, 
2) the structuring of the level of prime costs, 
3) the distribution of profit and utilization of incentive funds. 


Materials management has a multilateral impact on the size of income 
from sales. Income from sales includes sales on the domestic and for- 
eign market of goods, work, and services of commodities and materials. 
The value of sales in turn depends on the amount of goods sold and the 
prices obtained. In the initial phase of the inculcation of the econo- 
mic reform, the amount of goods sold will be determined by access to 
materia] supply. The savings of material will make it possible not 
only to reduce costs but also to create material reserves to increase 
the amount of production and sales. Therefore the actions in favor of 
effectiveness have at least a dual positive effect. 


Another component of income is the income from the sales of materials. 
Here we can point out three basic directions of the sales of materials: 


1) sales of production wastes which cannot be processed within the 
enterprise's own area, 


2) sales of materials coming from excessive stocks, 


3) sales of other materials, for example, within the framework of what 
is called neighborly assistance. 
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The sale of wastes can be a significant source of income, if the 
enterprise properly organizes their collection and also their secondary 
processing. It is generally a matter of getting the highest possible 
prices and not the greatest amount of waste. Here too there are many 
elements of economic selection, such as whether it pays to piocess the 
wastes (if they have already occurred) or whether they should be sold, 
under what conditions processing is profitable, and so on. 


The sales of excess stock generally does not produce beneficial financial 
effects. Therefore it is a question of minimizing the possible adverse 
financial effects of the management of these reserves. 


Finally the remaining sales of materials should not bring about adverse 
financial results. The enterprise should get those prices and costs 
which were connected to the purchase of the materials. 


The next component which shapes the financial result is the balance of 
extraordinary profits and losses. Many of them are directly related 
to materials management. In most cases, however, these are extraordi- 
nary losses and not profits. Among the most important items of these 
losses are the following: 


Losses from wrreh cause shortages, 


Contract fines for late deliveries or defective quality which can be 
traced to materials management, 


Losses from the depreciation and scrapping of actual stocks: materials, 
unfinished production, finished products, 


Penalty interest on bank credit resulting from faulty management of stocks, 





Fines for holding up outside vehicles and other. 


All these sorts of losses should bs: minimized. Extraordinary profits, 
in turn, for example, from contract penalties, can be maximized, that 
is, contract fines should be coll.:cted from suppliers for failure to 
carry out supply contracts, to return packaging, and so on. 


The basic plane for materiais management's impact on the financial result 
consists of material costs taken to be: 


Materials consumption costs, 

Costs of maintaining reserves, 

Costs of the supply and flow of materials in the enterprise. 

We shall not expand on this great problem further. The basic direction 
of action here should be to minim‘ze all the costs related to materials 


management, both material costs and nonmaterial ones. They should be 
closely aligned with the system of cost accounting and internal clearings 
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of accounts. Here we should emphasize the ratio of the costs of mater- 
ials and profit. A change in prices, duties, or wages causes a change 
in the structure of prime costs, but the costs of materials will be a 
decisive share of prime costs. This means that their impact on profits 
will be significant. For example, we can give this account. If the 
level of profit is 10 percent of sales and material costs are 70 percent 
of the value of sales, then a 2-percent reduction in the costs of mater- 
ials, which is possible in just about any enterprise, will increase pro- 
fit by 14 percent. This is the scale and the ratios. They stem from 
the large share of direct production costs contributed by the coets of 
materials. People responsible for materials management should be fully 
aware of this fact. 


In a concise manner we have discussed one feedback element, that of the 
management of materials --~@the financial result. We can generally say 
that this sphere of the enterprise's economics has a decisive impact on 
the structuring of the financial results. There is also another feedback 
element, that of the financial result —® materials management. This 
relationship lies in the distribution of the financial result and the 
utilization of incentive funds created out of profits. 


Generally, as we presented in the diagram, profit is divided into two 
parts: 


1) that part contributed to the budget in the form of income tax and the 
vocational activation fund liability from the increase in remuneration, 


2) that remaining in the enterprise. 


We explained the liabilities mechanism before, but we will present the 
calculation of the income tax as the next point. Here let us start with 
using that part of the profit which remains in the enterprise. Now, 10 
percent of the profit designated for distribution must be set aside for 
the reserve fund. This deduction can be increased by the enterprise 
independently. The rest is divided up into bonuses out of profit and 

the development fund. As we have already explained, the setting aside of 
up to 7 percent of the increase in mean remuneration and its allocation 
for bonuses is not taxed. Therefore, the enterprise should make the 
proper choice. One should anticipate the possibility of using this fund 
as an incentive for increasing the effectiveness of materials management. 
Here is where we see the second feedback element: the financial result —@» 
materials management. 


The developwent fund will play an important incentive role in the operation 
of the enterprise. It is created out of profits and part of amortization 
allowances. The utilization of the development fund is as follows: 
Repayment of investment credit incurred, first of all, 


Financing of reserves, 


Financing of investments, 























Supplementary participation in the financing of technological progress. 


After the repayment of the investment credit installments that are due, 
the enterprise should allocate the development fund for those purposes 
which are the most effective. Hence, here it might be the financing 

of stocks, of investments directed to saving materials, or of material- 
saving technical progress undertakings. These are all measures aimed 

at imcreasing the effectiveness of materials management. This is also 
the second feedback element: financial result —@® materials management. 


Cost effectiveness should be fully used in distribution of the development 
fund. 


The principles of financial management introduce far-reaching flexibility 
in financing working capital, including reserves. They can be fully 
financed out of the enterprise's own funds in circulation and also partly 
with bank credit. It should be imagined that the economic rechanism cof 
allocating financial reserves on the basis of the criteria o: effectiveness 
will come into full play. 


We have tried to present the most important elements of the principles 

of financial management and their impact on materials management. The 
system of mutual relationships here is rather comprehensive. At this moment 
it is difficult to see now, at the beginning of the reform's inculcation, 
all the possible variants of the enterprises’ behavior or the resulting 
effectiveness of the solutions introduced. Economic practice will show 

it, and we shall not know before then. We might anticipate that along- 

side certain general laws, there will be many separate, distinct cases 

in the various enterprises. This will require continual observation of 

the development oi the phenomena and processes. 


Taxation of Enterprises 


It may seem that the taxation of enterprises does not have much in common 
with materials management. Actually, the previous tax system was not 
directly related to materials management. The new principles introduce 
new provisions into this realm of the operation of the enterprises too. 
It will be the natural tendency of the enterprise to strive to minimize 
the imposition of taxes. Certain possibilities in this regard are 
created by rational management of materials. We will point out certain 
possibilities tn this regard, although the list is not exhaustive. 


The enterprise will pay into the budget: 


1) turnover tax, 

2) payroll fund tax, 
3) income tax, 

4) real estate tax, 
5) land tax. 














The turnover tax is not directly connected to materials management, al- 
though the enterprise taxation law envisages exemption from taxes or some 
relief in the case of the production of goods which are made out of cer- 
tain raw materials, especially local ones, and also those like gravel, 
rock, diatomaceous earth, demolished construction [rubble], slag, torf, 
bulrushes, chesmuts, acorns, pine cones, straw, and the like. I think 
thac the list of these raw materials should be expended to include cer- 
tain secondary raw materials, like broken glass, secondary mineral raw 
materials, rubber scrap, disposed plastic waste, and so on. This would 
incline the enterprise to use these raw materials. 


The payroll fund tax has no direct relationship to materials management, 
although the number of materials management and supply services and their 
payroll funds have an impact on the sizes of the tax. 


An important instrument in the whole economic impact on the economy of 

the enterprises is the income tax paid out of profit. The basic issue 

is the scale of the tax and the resulting extent to which the enterprise 

is motivated to increase its profit. The tax rates depend on the level of 
profitability, which is expressed as a percentage ratio of profits to 
processing costs. For the purpose of calculating the income tax, the costs 
of processing are calculated by subtracting the costs of materials and 
perishable items, power, and outside processing from the prime costs of 
sales of goods, work, and services. The income tax rate for the various 
intervals of profitability is as follows: 


up to 5 percent 0 
over 5 percent up to 10 percent 40 percent 
over 10 percent up to 15 percent 50 percent 
over 15 percent up to 20 percent 60 percent 
over 20 percent up to 25 percent 70 percent 
over 25 percent up to 30 percent 80 percent 
over 30 percent 90 percent 


The tax is calculated by a compounding method separately {or each inter- 
val of profitability, in a manner that is similar to the one we presented 
for calculating the liability for an increase in remuneration for the 
vocational activation fund. 


The level of the income tax depends on the level of profitability. In the 
intervals mentioned, we can calculate the share of profit devoted to tax. 


Given the corresponding profitability rate, the share of profit devoted 
to tax will be as follows: 


at 10 percent 20 percent of profit 
at 15 percent 30 percent of profit 
at 20 percent 37.5 percent of profit 
at 25 percent 44 percent of profit 
at 30 percent 50 percent of profit. 
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The attainment of the above profitability percentages changes the 
share of profit contributed to taxes in each profitability interval, 
which means that in each enterprise the share of the amount of profit 
accounted for by income tax will be different, according to the level 
of profitability. 


On the basis of these data can we assess how keenly the income tax is 
felt? There is no such complete possibility. The progressive rate of 
the tax changes its share of profits according to the level of profita- 
bility. We should also point out the great differences in profitabili- 
ty among the enterprises, as well as the varying share of processing 
costs as a percentage of total costs. A large processing-costs 

share creates for the enterprise a more favorable opportunity in terms 
of the size of the income tax and conversely. Hence, in those enter- 
prises where the material costs are a large share of prime costs, then 
the burdensomeness of the income tax liability will be greater, even 
given the same level of prime costs. I think that this can exert a cer- 
tain pressure to reduce materials costs. 


The basis for taxation (profit after verification) can be increased by 
unjustified losses and costs. The Council of Ministers is to specify the 
sorts of them in a separate manner. 


The Minister of Finances may use income tax exemptions and facilitations 
for the allocation of profit to developmental purposes (development fund), 
cultural and educational purposes, and environmental protection and oc- 
cupational health and safety. Hence, facilitations will be possible in 
carrying out investments which produce materials savings directed to the 
management of secondary raw materials or to the protection of the environ- 
ment. It should be demanded that certain preferential conditions be 
applied to the application of tax facilitations for carrying out invest- 
ments which increase the effectiveness of materials management. 


Hence, the income tax may become a sensitive, effective instrument for 
bringing about an increase in the effectiveness of materials management. 
fais alsc depends on the enterprises’ initiative (tax facilitations) and 
proper use of this instrument of economic influence, 


The other taxes have no close relationship to materials management, unless 
the enterprise can let go of part of the land used for its storage site, 
which will bring about a single-time relief in the land tax. 


Equalizing the Starting Conditions 


During the discussion on the targets of the reform, the enterprise repre- 
sentatives raised the issue of equalizing the starting point from which 

the inculcation of the reform was to begin. Hence, it was a question of 
leveling excessive differences in the share of ones own funds in financing 
reserves, exemption from the repayment of investment credit, particularly 
for interrupted or abandoned investments. These questions were re- 
solved to a great extent. Appendix No 12 to Council of Ministers Resolu- 

















tion No 243, dated 30 November 1981 described the principles for the 
clearing of resources and funds at the end of 1981 and the beginning 
of 1982 and introduced a number of facilitations. Of course this does 
not signify entirely equal starts for all enterprises, because this is 


simply impossible. 


From the viewpoint of our interests, there are two important solutions 
for equalizing the start of the reform. The first concerns the results 
of management of unnecessary stocks, while the other reassesses stocks 
from the viewpoint of the 1 January 1982 price increase and calculates 
their results. 


The enterprises have been authorized to encumber, by 30 June 1982, the 
statutory fund, partly financing working capital, through the losses 
incurred during the first half of 1982 on account of managing stocks of 
unnecessary working capital regardless of the method by which they are 
managed, that is, either through consumption for the enterprise's wown 
needs,or through sales,or scrapping them. A very important task fer 

the enterprise follows from this. It is a question of analyzing the 
stock in detailed fashion, turning up the unnecessary stock, and then 
using it carefully. Because of this the enterprises will avoid having 
to report the results, usually adverse ones, of managing unnecessary stock 
and including them as part of the financial results. This is a _ sort 
of amnesty for enterprises in the realm of managing reserve stock. Fail- 
ure to take advantage of this opportunity will later have an adverse ef- 
fect on the level of profit. 


Another important question is the reassessment of stock on the basis of 
the 1 January 1982 price change. The stock reassessment is in turn 
related to the equalization of the share of the financing of stocks out 
of the statutory fund. 


By 30 June 1982 the enterprises will draw up appropriate tables for 
reassessing stock and will make the following calculations. If, as the 
result of the increased value of the stock, the statutory fund's share, 

as >f 31 December 1981, of the financing of current, seasonal, and reserve 
stock and of total financing using bank credit is below 30 percent of the 
value of the reassessed stock, then the enterprise will keep for itself 
that share of the reassessment results necessary to maintain 30 nercent 
stock coverage out of its own funds. Any surplus though is paid into 

a centralized account. If in turn in the enterprise even the maintaining 
of the full effect of the reassessment does not provide for 30 percent 

of the value of the reassessed stock as a share of the statutory funds, 
then it may ask the bank to grant it a subsidy in the amount of the short- 
fall, taking this amount out of the centralized account. In the event 
such equalization out of the centralized account is not possible, the bank 
may grant special credit with 5 percent annual interest, which the enter- 
prise must repay out of its development fund by the end of 1985. 


The above principles show that the equalization of the share of the statu- 
tory fund in financing stock (regardless of their economic category) will 
occur on a level of 30 percent of the reassessed value of stock. 
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For some enterprises, this will be a decline in the previous share of 
their own funds, and for others it will be an increase. Some will have 
a negative reaction to this solution, and others will have a positive 
one. The actual situation will be revealed only by the concrete calcu- 
lations of the reassessments and the calculation of the results. This 
will permit a fuller evaluation of the results of this solution. 


These are the most important elements of equalizing the start in con- 
nection with materials management. Other compensatory elements, for 
example, in the realm of investment financing, have no direct connection 
to materials management and therefore will not be discussed here. 


I have presented the basic principles of enterprise operation in 1982. 
They are fundamentally changing the previous economic mechanism of the 
entire economy. Therefore the reform has started. Its full implementa- 
tion and the achievement of the ultimate shape would seem to be a rather 
lengthy process fraught with many difficulties, rooted in the great inm- 
balance in the economy in many of its fundamental segments. It is probable 
not all the solutions applied will prove correct and entirely effective. 
They will require certain corrrections and changes. These should be 
with full consideration and on the basis of lasting practical experience. 
We cannot expect too much of the reform, especially during its initial 
phase. We should wait for the concrete results. We must all learn to 
use the instruments of it. 


Generally, we can say that the basic mechanisms of the reform should 
evoke strong economic pressure to increase effectiveness, including in 
materials management, but we cannot assume ahead of time that all the 
tools and instruments which the reform will bring will be entirely effec- 
tive. They will be tested by economic practice. Thus the need to moni- 
tor continuously the effectiveness of the solutions introduced, in the 
sphere of materials management too. I think that we shall return to these 
issues many times, and this will also be in the pages of GOSPODARKA MATER- 
LALOWA. 


Materials Balancing, Distribution 


Warsaw GOSPODARKA MATERIALOWA in Polish No 5-6, Mar 82 pp 91-96 


[Arcicle by Mieczyslaw Jaskowski: "Balancing and Distribution"] 


[Text] The balancing of fuels and raw and other materials is essential 

in every system of management, but the nature of material balance-sheets 
and the way they are drawn up basically depends on the system being used 
to manage the economy. In the previous system of management, material 
balance-sheets, regardless of the level at which they were drawn up, were 
turned into formal or informal distribution lists, partly because nearly 
every balance-sheet was drawn up addressed to and was accepted by the Coun- 
cil of Ministers, its Planning Commission, or the ministries involved, and 
even by the industrial associations. 
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The introduction of the new principles of enterprise operation in 1982 

does not eliminate the drawing up of materials balance-sheets. The basic 
change in this realm is the introduction of the principle that materials 
balance-sheets are informational in nature, regardless of the level at 
which they are prepared, and not directive. If the central material 
balance-sheet pertains to a material which has been included among the 
distribution-list items (Appendix 2), then certain elements of this balance- 
sheet sre compulsory, but only for the means-of-production turnover 

unit which has distribution authorization. 


The question arises as to why only certain elements of the central mater- 
ials balance-sheet are binding on the turnover unit, despite the fact that 
ic applies to a distribution-list iten. 


The answer to this question stems from the enterprise operation system which 
has been adopted. If the enterprise sets its own production tasks and has 
no directive-type tasks in the production realm, then the projected influx 
of the distribution-list material on the central materials balance-sheet 
cannot be compulsory. 


If the receipt of the material is not compulsory, then automatically the 
outilow side cannot be entirely compulsory either. Only certain elements 
of it can. 


In keeping with Council of Ministers* Resolution No 243, the Council of 
Ministers Planning Commission and the Office of Matericls Management were 
charged in 1982 to draw up 89 central materials balance-sheets. The list 
of these balance-sheets is represented in Appendix 1, which includes 99 
detailed balance-sheet or joint balance-sheets fitting within the framework 
of the above-mentioned 88 central materials balance-sheets. 


These balance-sheets have been prepared as a part of the Central Socioeco- 
nomic Plan**. The 46 balance-sheets for materials on the distribution list 
have been approved by the Council of Ministers, and the rest have been 
approved appropriately by the Council of Ministers Planning Commission or 
the Office of Materials Management. The materials balance-sheets compiled 
for 1982 are economic in nature and not addressed to anvone. This means that 
neither the influx nor the outflow is divided up yet by ministry. They 
have only the basic purposes, that is, export sales, domestic consumption 
for production needs, sales for the population, deliveries to small-scale 
industry, and so on. Furthermore, these balance-sheets include the projec- 
ted consumption for the needs associated with carrying out the various op- 
erational programs. It should be mentioned that the materials needs in 

the balance-sheets for carrying out the various operational programs very 











= — a 
*Council of Ministers Resolution No 243 dated 30 November 1981 on the prin- 
ciples of operation of state enterprises in 1982. MONITOR POLSKI 32, Item 287. 
**Council of Ministers Resolution No 258 dated 11 December 1981 on the 
Annual Socioeconomic Plan for 1982 
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Appendix 1. List of Annual Central Materials Balance-Sheets for 1982 


[Key] 

‘a) Item number (k) Kilometers 

(b) Description (1) Thousands 

(c) Unit of measure (m) Thousands of cubic meters 
(d) Outflow to supply country (n) Thousands of cubic kilometers 
(e) Thousands of tons (oc) Tons of ZW 

(£) Millions of meters (p) Units 

(g) Miilions of square meters (q) Millions of running meters 
(h) Millions of kilowatthours (zx) Thousands of pairs 

(i) Thousands of kilometers (s) Thousands of square meters 
(j) Tons 


[ item numbers] 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 
(10) 
(11) 
(12) 
(13) 
(14) 
(15) 
(16) 
(17) 
(18) 
(19) 
(20) 
(21) 
(22) 
(23) 
(24) 
(25) 
(26) 
(27) 
(28) 
(29) 
(30) 
(31) 
(32) 
(33) 


Hard coal and hard-coal briquets 

Lignite 

Coke and semicoke 

Cokery and gas-cokery plant gas 
High-methane natural gas 

Nitrided natural gas 

Crude oil 

Fuels and partly finished products of fuels for spark-ignition engines 
Fuels for compression-ignition engines 
Furnace oil 

Electric power 

Iron ores and ferrous wastes (calculated in terms of Fe) 
Finished rolle¢ products 

Steel pipe 

Cold-rolled steel sheetmetal 

Metallurgical processed products 

Alumina 

Electrolytic copper 

Zinc 

Lead 

tin 

Nickel 

Aluminum 

Siiver 

Products made from copper and copper alloys 
Products made from aluminum and aluminum alloys 
Electric-power cables 

Electric automotive acid storage batteries 
Sulfur 

Phosphorous raw materials 

Soda ash and heavy soda ash 

Caustic soda 

Nitrogen fertilizers (calendar years) 
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(34) Phosphrous fertilizers (calendar years) 

(35) Potassium fertilizers (calendar years) 

(36) Polyethylene 

(37) Polypropnylene and ethyl prophvlene copolymers 

(38) Polyvinylchloride and vinyl copolymers 

(39) Polyestyrene and styrene copolymers 

(40) Natural rubber 

(41) Synthetic rubber 

(42) Chemical fibers 

(43) Asbestos 

(44) Cement 

(45) Coniferous lumber 

(46) Chipboard 

(47) Mining timber and crossbeams 

(48) Paper cellulose 

(49) Viscose cellulose 

(50) Paper 

(51) Cardboard 

(52) Cotton 

(53) Cotton yarn and yarnlike product 

(54) Cotton and cotton-like fabrisé, khits, and stockingcloth products 
(55) Wool | 

(56) Wool yarn and wool-like worsted 

(57) Wool and wool-like fabrics, knits,land stockingcloth products 
(58) Flax and hemp fabric: 

(59) Silk and silk-like iabrics, knits 

(60) Soft prepared hides 

(61) Bulk fat-meat and poultry 

(62) Rawhides treated for tanning industry (including fine leather 
(63) Butter industry) 
(64) Sugar 

(65) Industrial tobacco 

(66) Concentrated fodder (calendar years) 

(67) Basic grain seed for consumption, fodder, and sowing (calendar years) 
(68) Coniferous sawmill lumber 

(69) Tires fer automo! iles 

(70) Tires for trucks, machinery and equipment (nonagricul tural) 
(71) Tractor tires 

(72) Tires for farm equipment and machines 

(73) Air and oxygen apparatus 

(74) Dust respirator equipment 

(75) Welders’ face shields 

(76) "Metaplex" shields 

(77) Sirens for authorized vehicles 

(78) Fire-engine hoses 

(79) Fire hoses 

(80) PP-2 respirators 
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(81) Rapid green filters for welders’ face shields and glasses 
(82) Fire extinguishers 

(83) Plastic-rubber conveyor belts 
(84) Protective gloves 

(85) Protective footwear 

(86) Transport-equipment fabric 

(87) Tire fabric 

(88) Protective clothing 

(89) Melted grease 

(90) Steel scrap 

(91) Cast-iron scrap 

(92) Scrap containing copper 

(93) Tin scrap 

(94) Zinc scrap 

(95) Lead scrap 

(96) Scrap containing aluminum 

(97) Thermoplastic waste 

(98) Wastepaper 

(99) Textile secondary raw materials 





often include only part of the needs (alongside the inaccuracies), that is, 
for direct consumption without taking coproduction into account, for use 
without production, for export sales of the product without including the 
materials needs related to export production, and so on. 


In this situation the central materials balance-sheets are primarily an 
instrument of the internal coordination of the Central Socioeconomic Plan 
and represent guidelines for materials supply policy. 


The distribution units should respect the provisions in the central mater- 
ials balance-sheets concerning materials distributed in the realm of the 
sizes envisaged for: 


Outflow for small-scale industry, 
Export sales, 

Sales to the population, 
Consumption by special customers, 
Allocations for state reserves. 


Nonetheless, in the event that the outflow really falls to pieces, these 
sizes too can change. A material's inclusion on the central balance-sheet 
means that this material is automatically included in central imports out 
of the funds at the disposal of the Ministry of Foreign Trade to the ex- 
tent of the size provided in the central balance-sheet. 


Another new element is the fully open nature of the central materials 
balance-sheets, which simultaneously represent an important source of 
information for the enterprises when they are drawing up their own plans. 
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Appendix 2. List of Authorized Turnover Units and Materials Distributed 
in 1982 and Those for Which an Intermediary Is Required 


[Key] 
Column 1. Item number 


Column 2. Names of Authorized Turnover Units [by item number] 

Coal Sales Center 

Metallurgy Supply Center 

- Petroleum Products Center 

CENTROSTAL Steel Sales Center 

Nonferrous Metals Trade Center 

. State Mint 

Polish Chemical Reagents State Enterprise 

CENTRALKABEL Sire and Cable Sales Office 

EMA-ZBYT Electrical Machinery and Equipment Technical Trade Center 
CHEMIPLAST Commodity Turnover Enterprise of the Dye and Plastics In- 
dustry 

11, STOMIL Goods Turnover Enterprise of the Rubber Industry 

12. Phosphorous Raw Materials Depot 

13. AGROCHEM Mineral Fertilizers and Chemicals Sales Enterprise 

14. Construction Insulation Materials Sales Office 

15. Cement Sales Office 

16. Lumber Turnover Center 

17. PLYTOZBYT Panel and Plywood Sales Office 

18. Paper Turnover Office’ @must be created on t f .sales lo 
19. Textile and Leather Raw Materials Center of paper Pnadstty RE880°9 
20. SUPON Fire-fighting and Protective Equipment Technical Trade Center 
21. METALZBYT Metal Products Sales Center 


owomonou ff Wh e 


~~ 


Column 3. Name of Material Distributed for Which a Broker Is Required 
[by item number, column 1] 


1. Hard coal and hard-coal briquets 

2. Imported "K"-brand coal, coke, and partly-processed coke 
3. Crude oil, liquid fuels for engines, furnace oil 

4. Products of ferrous and steel metallurgy 

5. Products of nonferrous metals industry 

6. Products of ncbie metals 

8. Electric-power cables 

9. Acid storage batteries 

10. Plastics 

ll, Rubber (except latex), tires for motor vehicles, tractors, and farm 

machinery 

12. °° 
13. -- 
14, -- 
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15. Cement 20. -- 
16. Coniferous lumber 21. -- 
17. Chipboard 

18. Paper, cardboard 

19. Rawhides 


Column 4. Name of Material Included Only in Materials for Which a Broker 
Is Required [by item number, column 1] 


5. Alumine 

6. Chemical reagents 

8. Cables and conduits 

12. Phosphorites and apatites 

13. Artificial fertilizers 

14. Asbestos, mineral wool panels and mats 

17. Panels of wood origin 

18. Paper cellulose 

19. Cotton, wool 

20. Protective clothing and protective equipment for personnel, fire- 
fighting equipment, and extinguishing agents 

21. Zinc-lead binders and electrodes 


Column 5. Local Units Authorized to Handle Voivodship Distribution and 
Turnover [by item number, column 1] 


1. Local units of SAMOPOMOC CHLOPSKA Central Union of Farming Cooperatives 
3. District Enterprises for Petroleum Product Turnover 
4. Regional departments of Steel Sales Center 
5. Local units of SAMOPOMOC CHLOPSKA Central Union of Farming Cooperatives 
6. CHEMIA District Chemical Trade Enterprises 
8. ELMET Enterprises for Trade in Technical Items 
9. For the needs of agriculture: AGROMA district enterprises 
For other customers: POMOZBYT district enterprises 
10, CHEMIA District Chemical Trade Enterprises 
ll, Rubber: CHEMIA District Chemical Trade Enterprises 
Tires for agricultural needs: AGROMA district enterprises 
Tires for trucks and automobiles: POMOZBYT district enterprises 
13. Local units of SAMOPOMOC CHLOPSKA Central Union of Farming Cooperatives 
14, Building Materials Center 
15. Small socialized-economy customers: Building Materials Center 
Private customers: Local units of SAMOPOMOC CHLOPSKA Central Union of 
Farming Cooperatives 
16, Timber Industry Enterprise 
17. Building Materials Center 
18., 20. ELMET Enterprise for Trade in Technical Items 
21. Local units of METALZBYT Metal Products Sales Center 





[end of key] 
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if the central materials balance-sheet shows that there will be a great 
increase in the production of a given material, then the enterprises can 
plan to develop production further on the basis of that material. On 
the other hand a “tight” materials balance-sheet should indicate to 

the enterprises that they cannot count on expanding production based 

on that raw material , unless some substituce is introduced or the con- 
sumption standard per unit product is reduced. 


In connection with the imposition of martial law, the Council of Minis- 
ters introduced by means of a resolution dated 30 December 1981, the 
compulsory preparation of quarterly central plans (during the period of 
martial law). 


On the basis of the above-mentioned Council of Ministers resolution, the 
chairman of the Council of Ministers Planning Commission has established 
the scope of the compilation of central materials balance-sheets for the 
various quarters. 


The central quarterly balance-sheets encompass a far narrower range of 
raw and other materials in the Central Socioeconomic Plan for the first 
quarter of 1982. The balance-sheets are merely informational in nature 
and should be used as an aid in assigning specific quarterly allocations 
within the framework of the annual allocations made. Owing too to the 
import difficulties which occur, the quarterly materials balance-sheets 
represent guidelines for the size and ordering of central importation. 
The drafting of the central materials balance-sheets during the first 
quarter of 1982 in the system which takes into account the various 
ministries’ consumption is very often interpreted as a return to central 
distribution by the ministries. Now, this is a misunderstanding, because 
this balance-sheet is merely informational, and there is no possibility of 
using it for the distribution made at the enterprise level. 


These central materials balance-sheets, both the annual and quarterly 
ones, of course are not the only materials balance-sheets drawn up in 
1982. 


[he producers or Curnover units, as appropriate, should prepare a far 
larger number of materials balance-sheets. Obviously the enterprises 

do not have to draw up these balance-sheets, but it is difficult to ima- 
gine any real work by a producer or corresponding unit responsible for 
selling a given product without drawing up at least a very concise 
materials balance-sheet including the influx and basic directions of 
outflow at the very least. Such a balance-sheet should be an integral 
part of the enterprise's plan. 


In order to avold market disruptions, the Office of Materials Management 
has asked the enterprises to send it certain materials balance-sheets. 
These balance-sheets will be used only in the form of information about 
the anticipated situation in a given sector of materials supply, in 
order to take possible action to relieve anticipated disruptions, for 
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example, by announcing the decision to change customs tariffs, by causing 
imports to be increased, by promulgating a new price decision, and the 
like. 


The past system of distributing resources and funds ran in a horizontal 
system. That is, the Planning Commission of the Council of Ministers 
divided resources up among the government departments, and the ministries 
did the same in relation to the industrial associations, which in turn 
distributed the resources received to the enterprises. Allocations of 
resources were related to directive-type tasks handed down by the central 
level through the intermediate levels of management. 


The change in the system of management and the related elimination of the 
industrial associations along with the setting of directive-type tasks 
are bound to be related to a change in the system of resources distribu- 
tion. It is not possible to handle distribution the old way, because 
there is no application (tasks), and it is technically impossible without 
the mechanism of the industrial associations. Up until now several 1,000 
people in the industrial associations handled distribution. 


The means-of-production distribution system inculcated in 1982 is being 
carried out horizontally, that is, running between the enterprises, going 
around the bodies of the economic and state administration. 


Distribution will be accomplished on behalf of the customer-enterprises 

by units trading in the means of production. A departure from this prin- 
ciple is the maintaining of vertical distribution for units of the Minis- 
try of National Defense, the Ministry of Internal Affairs, the Central 
Board of Penal Institutions under the Ministry of Justice, and small-scale 
manufacturing units. Customers can authorize an association or other or- 
ganization to approach the distribution units of their behalf. 


Authorization to represent the enterprises may not be given by bodies of 
the administration, such as a minister or plenipotentiary. Only 
the enterprise itself can provide this authorization. 


The items distributed in 1982 include 16 groups or macrogroups of mater- 
ials, which are mentioned in rubric 3 of appendix no 2 and encompass 
about 25-30 percent of the materials used. All the distributed materials 
are covered by the requirement that there be an intermediary, a unit 
trading in the means of production, which unit has simultaneously been 
authorized to carry on distribution. This means that producers of dis- 
tributed materials cannot sell them by going around the units authorized 
to trade in the means of production. 


In addition, export sales of an item covered by the distribution system 
can take place only in cooperation with the proper tunover unit. Any sort 
of agreement which the producer of distributed means of production makes 
without applying these principles is legally invalid, and in the event 

of a sale conducted outside these principles, the producers of the mater- 

















ials and goods subject to the distribution system are required to turn 
over to the budget an additional payment amounting to 50 percent of the 
value of the items sold. 


Alongside the materials covered by the distribution system, compulsory 
brokerage of turnover units also applies to the items mentioned in column 
4 of appendix no 2. Although they need not be distributed in the official 
manner, these items have nonetheless been covered by the requirement that 
authorized turnover units be used as agents, owing to the danger of a 
worsening of market difficulties, if free turnover is permitted in this 
realm. 


The intermediary of turnover units for the materials mentioned in columns 
3 and 4 of appendix no 2 is not required if: 


The sale of the material stems from the management of improper stock, 


The sale applies to objects with characteristics which do not meet the 
quality, dimensional, or utilitarian or other parameters established for 
then. 


The Minister of Materials Economy has been authorized to give his agree- 
ment for the producer of a material covered by compulsory intermediary 
to conduct free sales. 


It is to be anticipated that such agreement will be given to producers, 
but after they have signed contracts for the delivery to a turnover unit 
authorized to act as a required intermediary, for an amount insuring the 
influx level set in the central materials balance-sheet. 


The Minister of Materials Management is also authorized to consent to 
wholesale trade of the items listed in appendix no 2, by other units 
trading in the means of production. 


This authorization has been utilized to a great extent, because appendix 
no 2 of the guidelines authorizes certain units to conduct wholesale trade 
of materials for which an intermediary is required. It is to be antici- 
pated that in the course of describing in detail the new system of supply, 
this list will be further expanded. The scope of authorizations currently 
granted to wholesale trade is presented in column 5 of appendix no 2. 


The units trading in the means of production with distribution or required 
intermediary authorization (mentioned in appendix no 2) divide up the 
bulk of ccmmodities on the basis of the following: 





*Guidelines of the Minster of Materials Management dated 29 December 1981 
on the principles for distribution of fuels, and raw and other materials 
for which an intermediary is required in 1982. 








Central materials balance-sheets (annual and quarterly), 


Operational programs, especially those based on product lists included 
in these programs, 


Coordinating instructions of the Office of Materials Management, 
Their own analyses of sales and consumption in previous periods, 
Customers’ needs and information. 


In the event of doubt, the turnover unit is authorized to demand, and 
the customer is obliged to present, an appropriate agreement made in 
the realm of deliveries of goods included in the operational programs 
or components of these products. 


The items covered by the distribution system or for which an intermediary 
is required are distributed in three basic systems: 


For customers of the Ministery of National Defense, the Ministry of Inter- 
nal Affairs, and small-scale industry, according to a vertical framework 
encompassing collective allocations, 


Itemized for the various major customers, 


By the local units trading in the means of production, for the various 
voivodships for sales. 


In this distribution the turnover units should be guided by certain priori- 
ties, that is, first of all to insure appropriate supply for parties imple- 
menting operational programs and producers of materials subject to the 
distribution system, if they are major consumers. 


The remaining implementers of the operational programs will also avail 
themselves of these privileges, but the local turnover unit will divide 
up the bulk of the commodities. Very often the concept of major consumer 
was equated with allocation privilege. The new system of supply is to 
insure better supply for the small-scale and smallest customers at the 
cost of reducing deliveries to major consumers. 


On the other hand, it is worth noting that nearly all the materials that 
are covered by the distribution system are primarily used by a very small 
number of customers. 


Research conducted by the Main Statistical Office [GUS] on the concentra- 
tion of the consumption of major materials in 1979 showed that 75 percent 
of the bulk of the commodities is consumed by: 


297 enterprises in metallurgical products, 
6 enterprises in copper, 
31 enterprises in bronze rolled goods, 
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13 enterprises in telephone calbes, 
59 enterprises in hardwood lumber, 
37 enterprises in paper. 


The examples given show the great concentration of materials consumption. 
it should be mentioned too that very often the same enterprise will be 

a major customer for one material and a minor customer for the rest of 
the distributed "wterials. Even small delivery restrictions for major 
consumers can create a substantial improvement in supply to the rest. 

In addition, the major consumers can very often provide for their supply 
from other sources. For example, the Automobile Factory [FSO] can buy 
imported batteries within the framework of the funds gained from the ex- 
port of automobiles, but small consumers very often do not have such pos- 
sibilities. 


The general division prepared for materials is presented by authorized 
turnover units for agreement by oversight bodies which approve the way 
the division is to be made or call for certain corrections. 


The oversight bodies have been created by separate decisions of the 
Minister of Materials Management for all the turnover units specified in 
appendix no 8 to Council of Ministers Resolution No 243, that is, those 
with authorization to act as required intermediaries. The oversight bod- 
les include the following representatives: 


Office of Materials Management, 

Planning Commission of the Council of Ministers, 
Interested ministries and central unions, 
Turnover units and production enterprises. 


A major task of these groups is supervision to see that the commodi-y 
mass is divided up properly and to review allocation appeals. In addi- 
tion these groups should make periodic forecast-assessments in a given 
market sector and present appropriate conclusions and proposals. These 
oversight groups created by the Minister of Materials Economy oversee only 
the discussed general division, that is, for the major consumers and for 
the various voivodships and unite included in centralized distribution, 
that is, the Ministry of National Defense, the Ministry of Internal Af- 
faics, and s0 on. 


On the other hand, in the field, a similar role to that of the oversight 
eroups is filled by the WZGMs [Voivodship Materials Management Groups], 
which will oversee the division of the commodity bulk allocation in a 
voivodship for a specific local turnover unit. For example, the POLMOZBYT 
State Enterprise in Kielce, which receives a designated number of auto- 
motive tires for the Kielce Voivodship, is required to prepare to divide 
up these tires aad secure agreement on it with the WZGM in Kielce. As 
conditions arise, WZGM may permit the local turnover unit to conduct 

free sales of the distribution-system material allocated for the given 
voivodship (in toto or in part). 























In the event that the scope of Operation of a given turnover organiza- 
tion encompasses several voivodships, each of th: voivodships receives 

a separate allocation, which is distributed in conjunction with the given 
voivodship’s WZGM, in keeping with the instructions given above. 


The WZGMs operate in the various voivodships on the basis of Decision No 

5 of the Chairman of the Council of Ministers dated i5 February 1975 on 

the creation of the WZGMs. This does not mean that the new tasks envisaged 
for the WZG@4s do not need appropriate alterations in the activity of these 
groups, but this matter velongs to the jurisdiction of the voivodship 
presidents and governors. 





The major customers which have received listed allocations in sales of- 
fices should be taken into account in the dividing up of this same maater- 
fal in the local turnover unit. This does not sean that the execution of 
deliveries for these customers cannot take place through the intermediary 
of the local turnover units within the framework of the limits which the 
sales offices cedes. It should be mentioned that the same enterprise can 
be a major customer for one item assortment and a minor customer for the 
rest of the materials. For example, the Ursus Mechanical Plants are cer- 
tain to be a major customer for tractor tires at Stomil and receive transit 
deliveries directly from the tire producer, but for automobile tires they 
will be a minor customer supplied by POLMOZBYT State Enterprise. 


The system for the distribution of coal, coke, and liquid fuels coincides 
with the overall assumptions. On the other hand the d@lotment of electric 
power and gas fuels is handled by the Office of Matérials Management through 
the intermediary [words missing] ... established by the Chief Inspectorate 
of Power Management, and 


Electric power consumers using up to 5 gigawatthours and natural gas cus- 
tomers using up to 200 cubic meterhours and coking gss customers using up 
to 400 cubic meterhours are not included in the limits, 





For the 157 major electric power customers and for the 48 major gas net- 
work customers the Chief Inspectorate of Power Management will set the al- 
lotments, 


For the rest of the customers included in the allotment program, the allot- 
ments are set by the District Power Management Inspectorater. 


On the basis of the allotments made, the enterprises have the right to 
enter into agreements with the District Power Plants for the delivery of 
electric power. These agreements should specify the rest of the principles 
for cooperation in this area. 


In discussing the distribution system in effect in 1982, we should also 
mention the differences in the distribution of paper for publishing. 
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Consistent with the provisions of the Council of Ministers, the Minister 
of Culture and Art has been granted the authority to divide up the paper 
designated for publishing purposes. In this situation the turnover unit, 
that is, the Paper Turnover Office (currently still an industrial associa- 
tion) will turn over the entire amount of paper for publishing purposes 
for disposal by the Minister of Culture and Art and divide up the rest of 
the paper in keeping with the principles generally in effect. 


Unclear aspects related to the system of supplying construction are often 
brought up in connection with the voivodship governors’ assuming oversight 
over many construction enterprises. The specific nature of the construc- 
tien process including the fact that the means of production here are 
mobile but the product created in this area is not, justifies the need for 
review of a different supply organization and not the need for a separate 
distribution method. The shift of distribution from the ministries to 
the voivodship governors would mean merely changing the distribution 
agent and would not be changing the nature of the distribution systen, 
which is essential under reform conditions. This issue has been explained 
in a separate circular*® whose text appears in the current number of GOSPO- 
DARKA MATERIALOWA. 





In the previous distribution system, most of the enterprises appealed the 
resource allocaticns, referring to the tasks received by directive. At 

the present time, when directive-type tasks are disappearing, there is 

less basis for appealing the allocation decisions, which does not mean that 
with such a difficult supply situation there are not a large oumber of 
enterprises which are dissatisfied with the sizes of the allocations. 

These units can appeal to those units handling the turnover of the means 

of production which issued the authorization to buy the distributed mater- 
ial. 


Appeals denied by the turnover unit are subject respectively to review 
by the oversight bodies or the voivodship materials management groups. 


It should be explained that the oversight units and WZGMs do not intervene 
im the economic activity of the turnover units which are also enterprises 
but only represent a certain form of socialization of the distribution 
process. As we know, distribution authorizations are a form of authority 
which the state has delegated by introducing mandatory intermediation 

and could be exploited ty.the authorized turnover units for their own 
venefitc. 





*Circular No 2 of the Minister of Materials Management dated 23 February 
1982 on the princip.es of material supply for construction enterprises, 
with consideration given to enterprises supervised by governors of voivod- 
ships and to cooperation between voivodship governors and enterprises 
handling the turnover of distributed materials. 








Materials Management Guidelines 


Warsaw GOSPODARKA MATERIALOWA in Polish No 5-6, Mar 82 pp 96-101 


[Official guidelines: "Guidelines of the Minister of Materials Management 
Dated 29 December 1981, on the Principles for the 1982 Distribution of 
Fuels and Raw and Other Materials Included in Mandatory Agency (Middleman) 
Service”] 


[Text] On the basis of Council of Ministers Resolution No 243 dated 30 
November 1981 on the principles of operation of the state enterprises in 
1982 and the Council of Ministers resolution dated 28 December 1981 on the 
functioning of the economy under martial law, the following course is estab- 
lished for the distribution of fuels and basic raw and other materials 
hereinafter callec materials for the year 1982 along with the course of 
review of appeals. 


1. General Principles 


1. Office of Materials Management [UGM] will give to the turnover units 
entrusted with the turnover of the means of production in 1982 on the 
basis of direct agency in the turnover of specific groups of materials: 


Central materials balance-sheets, 


Operational programs, lists of products included in these programs, and 
lists of producers carrying out these programs together with their major 
coproduction partners, 


UGM coordination instruction. 
2. The means-of-production turnover units are preparing the parcelling 


out of materials to provide first of all for supplying the various op- 
erational programs, the country's defense needs, and state reserves. 


3. The authorized turnover units disseminate the materials and apply other 
distribution methods discussed in §18, Point 4 of the resolution mentioned 
at the beginning, on the basis of the following: 

Central materials balance-sheets, 


Operational programs mentioned in Point 1, 





Their own analyses of the sales and consumption in prior periods, 
Information and demands of consumers (including the level of stock), 
UGM coordination instructions. 

At the command of the supply-trade units the consumers are required to 


submit corresponding contracts made in the realm of deliveries of goods 
included in the operational programs 
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4. In the course of conducting the dissemination process, the trade units 
that are exclusive agents come to an agreement with the producers of the 
distributed materials concerning the size and assortment envisaged for 
deliveries on a level at least equal to that set down in the central 
balance-sheet. 





5. Wichin the framework of the overall apportionment of materials, the 
turnover units should allocate the amount of materials: 


For the disposal of the Ministry of National Defense, the Ministry of 
Internal Affairs, and the Ministry of Justice -- the Central Administra- 
tion of Penal Institutions and the MARKO Foreign Trade Enterprise, 


Allocated for sate reserves, 


For the disposal of the individual bodies that coordinate the activity 
of small-scale manufacturing units mentioned in Point 10, 


For the various major customers, 


For the various voivodships for sale by local units trading in the means 
of production, 


For distribution at a later date. 


It is recommended that the essential limit on deliveries first of all 
encompass the largest customers (those registered for allocation), so 
that the ‘amount of materials for sales to smaller customers may thereby 
be increased. 


6. The authorized turnover units present the general materials apportion- 
ment they have prepared for approval by supervisory teams created by the 
Minister of Matertals Management according to the principles given in 
Appendix No 1 to these guidelines. 


7. The genera! materials apportionment approved by the supervisory team 
is sent by the turnover unit to the Office of Materials Management [UGM]. 


4. In the event ict is determined that the general materials apportionment: 


boes oot meet the requirements implied in these guidelines or does not 
insure proper priority to general social purposes, the Minister of Mater- 
‘als Management will call .or an appropriate correction in the apportion- 


ment . 


', The detailed apportionment of materials allocated for the disposal of 
the Ministry of National Defense, the Ministry of Internal Affairs, the 
Ministry of Justice -- the Central Administration of Penal Institutions, 


and MARKO Foreign Trade Enterprise and the determination by the units 
trading in the means of production that accomplish these deliveries are 
accomplished in a separate manner established by the appropriate ministries 
in agreement with the Minister of Materials Management. 
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10. The registry of materials allocations for small-scale industry lists 
the following: 


Central Union of Crafts and Trades [C7PR’, 

Central Union of Work Cooperatives [CZSP], 

Central Union of Invalids Cooperatives [CZSI], 
Central Union of Cooperatives for the Blind [CZSN], 


CEPELIA Central Union of Cooperatives for Folk and Artistic Handicrafts 
[CZSRLiA], 


National Commission for the Coordination of the Economic Activity of 
Social Organizations, 


Voivodship organizations of state local industry in Warsaw, Katowice, 
Kielce, Lodz, and Szczecin. 


The registered allocations for various sections of small-scale manufactur- 
ing is handled by the Council of Ministers Planning Commission within the 
framework of the total size established in the central materials balance- 
sheets. 


The apportionment of the materials allocated for disposal by the various 
sections of small-scale industry is handled by appropriate units as 
indicated by the directors of the organizations that coordinate the 
activity of these units. 


ll. The materials allocated for a given voivodship for sales by the 
corresponding local unit trading in the means of production should be 
sold on the basis of free sales or apportioned in agreement with the 
Voivodship Materials Management Tean. 


12. Consistent with the principles presented in Point 5, the authorized 
turnover unit should leave part of the materiais for apportionment at a 
later time. This amount should provide for the possibility of additional 
allocations (deliveries) during the year for these pruposes: 


Purposes related to break-downs and other accidents of fate, 


Awarding of additional allocations in the event of a positive decision 
following the review of appeals and complaints. 


It is recommended that part of the undistributed amount, insofar as pos- 
sible, not less than 5 percent of the total amount being disposed of, 
be put to one side. 


13. The following schedule for the work is established: 


Instructions for the turnover units be transmitted by 31 December 1981, 
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The central materials-balance-sheets and operational programs and UGM 
coordinating instructions is transmitted by 10 January 1982, 


The general apportionment of materials is accomplished and presented to 
UGM by 31 January 1982. 


14. Deliveries of electric power and gas fuels are allotted in keeping 
with the principles specified in a separate directive of the Minister of 
Materials Management issued in cooperation with tae Minister of Mining 
and Power Industry. 


15. By the time of the apportionment of the materials in keeping with 
these instructions, the following should be accomplished: 


Deliveries of materials for the first quarter should be carried out 
to the extent of the sizes allotted by the industrial associations, 
according to the previous organizational status, 


Distributed materials supplied during the first quarter of 1982 should 
be considered as an installment of the annual allotment which will be 
recalculated after the dissemination according to the new principles has 
been accomplished, 


Demands (orders) should be accepted for distributed materials by all the 
enterprises authorized to handle trade of the means of production according 
to the previous organizational status. This also applies to the whole- 
sale enterprises mentioned in Appendix No 2 of these instructions. These 
enterprises are not designated in the Council of Minsiters resolution of 
30 November 1981 to conduct distribution, but they will conduct this 
activity in accordance with 821, Paragraph 6 of the above-mentioned reso- 
lution and on the basis of agreements made with sales organizations. 

At the same time the principle should be adopted that during the first 
quarter of 1982 the enterprises trading in the means of production will 
supply customers with about 20 percent of the annual deliveries made in 
1981. 


li. Principles for Reviewing Allocations Appeals 


|. Consumers of a distributed material or one included in the compulsory 
agency system can file an appeal concerning the amount and item assort- 
ment of materfals allocated to a unit which has transmitted authorization 
to buy this material or hes refused sales within the framework of free 
sales. 


2. A turnover unit which has received an appeal is required to review it 
and to handle it in a positive manner within the framework of its reserves 
and to transmit the appeal along with its opinion to the supervisory team 
or volvodship matertals management team which issued an opinion (accepted 
and approved) the allotment of the material. 
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3. The sueprvisory team or voivodship materials management team reviews 

at its periodic meetings the appeals filed and awards additional alloca- 
tions out of the reserves at the team's disposal or determines that the 

initial allocation will remain in force. 


4. Decisions of the supervisory teams are compulsory and binding, and 

they can only be grieved with complaints for the decisions filed with the 
UGM, which will make an administrative examination of the propriety of the 
review and handling of the appeals. 


Appendices: 


1. Principles for creating supervisory teams of turnover units in 1982. 


2. Supplementary guidelines for various materials branches. 
Minister Jan Antosik 


Appendix No 1 to the Guidelines of the Minister of Materials Management 
Dated 29 December 1981, on the Principles for the 1982 Distribution of 
Fuels and Raw and Other Materials Included in Mandatory Agency (Middleman) 
Service 


Principles of Creating Supervisory Teams of Turnover Units in 1982 


In order to insure the proper allotment of materials included in mandatory 
agency service, the Minister of Materials Management is creating the 
following supervisory teams for the units handling the commodity turnover 
of the means of production: 


l. Team for Hard Coal and Briquettes Made Out of Hard Coal 
Chairman: Representative of the Ministry of Mining and Power Industry 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Construction and Building Materials Industry 

Ministry of Administration, Local Economy, and Environmental Protection 
SAMOPOMOC CHLOPSKA Central Union of Agricultural Cooperatives 

Coal Sales Center 

Center for the Supply of Metallurgical Products 

Center for the Supply and Transport of Mining and Power Industry 


2. Team for Coke and Semicoke and Brand "K" Imported Coal 


Chairman: Representative of the Ministry of Metallurgy and Engineering 
Industry 








Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Mining and Power Industry 

Ministry of Administration, Local Economy, and Environmental Protection 
SAMOPOMOC CHLOPSKA Central Union of Agricultural Cooperatives 

Center for the Supply of Metallurgical Porudcts 

Center for the Supply and Transport of Mining and Power Industry 

Local Economy Supply Enterprise 


3. Team for Liquid Fuels and Intermediate Products 
Chairman: Representative of Office of Materials Management 


Membership: Representatives of: 


Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Chemical and Light Industry 

Ministry of Construction and Building Materials Industry 
Ministry of Transport 

Ministry of Administration, Local Economy, and Environmental Protection 
Ministry of Domestic Trade and Services 

SAMOPOMOC CHLOPSKA Central Union of Agricultural Cooperatives 
Petroleum Products Center, CPN [Petroleum Industry Center] 
Center for the Supply and Transport of Mining and Power Industry 
Marine Supply Center 

State Motor Transport Association 


4. Team for Ferrous Metal Products 

Chairman: Director of CENTROSTAL Steel Sales Center 
Membership: Representatives of: 

Council of Ministers Planning Commission 

Office of Materials Management 

Ministry of National Defense 

Ministry of Metallurgy and Engineering Industry 

Ministry of Construction and Building Materials Industry 
5. Team for Products of Nonferrous Metals Industry 
Chairman: Representative of Office of Materials Management 


Membership: Representatives of: 


Council of Ministers Planning Commission 
Ministry of National Defense 
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Ministry of Metallurgy and ineering Industry 
Central Union of Crafts and oles 


CEPELIA Central Union of Folk and Artistic Handicrafts Cooperatives 
Nonferrous Metals Trade Center 


6. Team for Precious Metals Products 
Chairman: Representative of Ministry of Finance 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 
Ministry of National Defense 

Ministry of Metallurgy and Engineering Industry 
Polish National Bank 

Central Union of Crafts and Trades 

State Mint 


7. Team for Cables and Conduits 
Chairman: Representative of Ministry of Mining and Power Industry 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Metallurgy and Engineering Industry 

Ministry of Construction and Building Materials Industry 
Ministry of Communications 

CENTROKABEL Cable and Conduit Sales Office 

Center for the Supply of Mining and Power Industry 


8. Team for Acid Storage Batteries 
Chairman: Representative of Ministry of Transport 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Metallurgy and Engineering Industry 

Plenipotentiary of Minister of Metallurgy and Engineering Industry for 
distribution supply operational program 

CEMA-ZBYT Electric Ma hinery and Apparatus Tec haical-Trade Center 

Association of the State Automotive Commission 

AGROMA Agricultural Equipment Trade Enterprise in Warsaw-Zabki or asso- 
ciations of farm equipment trade enterprises 

POLMOZBYT Enterprise for the Turnover of Motor Vehicles and Spare Parts 
in Lublin or associations of POLMOZBYT enterprises for the turn- 
over of motor vehicles and spare parts 
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9. Team for Plastics 


Chairman: Represertative of the Ministry of Chemical and Light Industry 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Metallurgy and Engineering Industry 

Ministry of Agriculture and Food Economy 

Chemical Plants in Oswiecia 

CHEMIPLAST Enterprise for Commodity Turnover of the Plastics and Dyes 
Industry 


10. Team for Rubber 


Chairman: Representative of the Ministry of Chemical and Light Industry 





Membership: Representatives of: 


Office of Materiales Management 

Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Foreign Trade 

STOMIL Rubber Industry Institute in Piastow 

STOMIL Enterprise for the Turnover of Rubber [Industry Articles 


ll. Tires Team 
Chairman: Representative of Ministry of Transport 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Chemical and Light Industry 

Ministry of Administration, Local Economy, and Environmental Protection 
STOMIL Enterprise for the Turnover of Rubber Industry Articles 

AGROMA Agriculturel Equipment Trade Enterprise in Lodz or associations 
of farm equipment trade enterprises 

POLMOZBYT Enterprise for the Turnover of Motor Vehicles and Spare Parts 
in Starachowice or associations of POLMOZBYT enterprises for the turnover 
of motor vehicles and spare parts 


l2. Team for Cement 


Chairman: Director of the Cement Sales Office 
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Membership: Representatives of: 


Council of Ministers Planning Commission 

Office of Materials Management 

Ministry of National Defense 

Ministry of Mining and Power Industry 

Ministry of Construction and Building Materials Industry 
Ministry of Agriculture and Food Economy 

Ministry of Transport 

Central Union of Housing Construction Cooperatives 

Center for the Supply and Transport of Mining and Power Industry 


13. Team for Lumber 
Chairman: Director of the Wood Turnover Center 
Membership: Representatives of: 


Council of Ministers Planning Commission 

Office of Materials Management 

Ministry of National Defense 

Ministry of Mining and Power Industry 

Ministry of Construction and Building Materials Industry 
Ministry of Transport 

Ministry of Forestry and Timber Industry 

Central Union of Crafts and Trades 


14. Team for Wood-Product Panels 

Chairman: Director of PLYTOZBYT Panel and Veneer Sales Office 
Membership: Representatives of: 

Council of Ministers Planning Commission 

Office of Materials Management 

Ministry of National Defense 

Ministry of Construction and Building Materials Industry 
Ministry of Forestry and Timber Industry 

Central Union of Work Cooperatives 

Central Union of Crafts and Trades 

15. Team for Paper and Cardboard 


Chairman: Representative of the Government Plenipotentiary for Paper 
Management 


Membership: Representatives of: 


Office of Materials Management 
Council of Ministers Planning Commission 
Ministry of National Defense 














Ministry of Forestry and Timber Industry 

Ministry of Culture and Art 

"Prasa-Ksiazka-Ruch" Workers Cooperative Publishing House 
{missing word(s)] Association of Paper Industry 

Paper Turnover Office 

Job Printshops in Warsaw [Wydawnictwa Akcydensowe] 


16. Team for Rawhides, Wool, and Cotton 
Chairman: Director of the Textile and Leather Raw Materials Center 
Membership: Representatives of: 


Office of Materials Management 

Ministry of National Defense 

Council of Ministers Planning Commission 

Ministry of Chemical and Light Industry 

Plenipotentiary of Minister of Chemical and Light Industry for operation- 
al program on footwear and clothing for children and youngsters 

Ministry of Foreign Trade 

Central Union of Work Cooperatives 

Central Union of Invalids Cooperatives 

Central Union of Crafts and Trades 

CEPELIA Central Union of Folk and Artistic Handicrafts Cooperatives 

Association of Producers of Workers Clothing and Uniforms 

Association of Producers of Workmen's Gloves 


17. Team for Chemical Reagents 


Chairman: Representative of Ministry of Chemical and Light Industry 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of Nattonal Defense 

Ministry of Metallurgy and Engineering Industry 

Ministry of Health and Social Welfare 

“Polish Chemical Reagents" Industrial and Trade Enterprise 


18. Team for Phosphorites and Apatites 

Chairman’ Representative of Ministry of Chemical and Light Industry 
Membership: Representatives of: 

Office of Materials Management 

Council of Ministers Planning Commission 


Ministry of National Defense 
Ministry of Agriculture and Food Economy 
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Ministry of Foreign Trade 
Phosphorous Raw Materials Depot 


19. Team for Artificial Fer \lizers 
Chairman: Representative of Ministry of Agriculture and Food Econony 
Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 

Ministry of Chemical and Light Industry 

SAMOPOMOC CHLOPSKA Central Union of Agricultural Cooperative 


20. Team for Asbestos, Mineral Wool Mats and Panels 


Chairman: Representative of Ministry of Construction and Building Mater- 
ials Industry 


Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 
Ministry of National Defense 

Ministry of Chemical and Light Industry 
Construction Insulation Materials Sales Office 


21. Team for Protective Clothing and Personal Protection Equipment, Fire- 
Fighting Equipment and Smothering Agents 


Chairman: Representative of Office of Materials Management 
Membership: Representatives of: 


Council of Ministers Planning Commission 

Ministry of National Defense 

Ministry of Mining and Power Industry 

Ministry of Metallurgy and Engineering Industry 

Ministry of Construction and Building Materials Industry 
Ministry of Forestry and Timber Industry 

Central Union of Work Cooperatives 

Central Union of Invalidc Cooperatives 

SAMOPOMOC CHLOPSKA Central Union of Agricultural Cooperatives 
SUPON Fire and Protective Equipment Technical-Trade Center 
Association of Protective Clothing Producers 


22. Team for Zinc-Lead Binders and Electrodes 


Chairman: Director of METALZBYT Metal Products Sales Center 
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Membership: Representatives of: 


Office of Materials Management 

Council of Ministers Planning Commission 
Ministry of National Defense 

Ministry of Metallurgy and Engineering Industry 
OPAKOMET Light Sheet Packaging Complex 


Appendix No 2 to the Guidelines of the Minister of Materials Management 
Dated 29 December 1981, on the Principle for the :982 Distribution of 
Fuels and Raw and Other Materials Included in Mandatory Agency (Middleman) 
Service 


Supplementary Guidelines for Various Materials Branches 
1. Hard coal and hard-coal briquettes, as well as coke and semicoke 


The Coal Sales Center will establish a list of consumers which it will 
supply directly. The coal allotment for the rest of the consumers is 
set in each voivodship by the local units of SAMOPOMOC CHLOPSKA Central 
Union of Agricultural Cooperatives, which are also authorized to carry 
on the turnover of these materials. 


2. Crude oil, liquid fuels for engines, furnace oil. The Petroleum 
Products Center will establish a list of customers which it will supply 
directly. The allotment of liquid fuels for the rest of the customers 
is made in each voivodship by the District Petroleum Products Turnover 
Enterprise, which is also authorized to carry on the turnover of these 
materials. 


3. Iron and stee! metal products. The CENTROSTAL Steel Sales Center 
will establish a list of consumers which it will supply directly. For 
the rest of the customers, in each voivodship the district departments 
of che Steel Sales Center, which is also authorized to conduct the 
turnover of these materials, makes the allotments of metallurgical 
products. 


‘+. Producte of nonferrous metals industry. The Nonferrous Metals Trade 
Center will establish a list of customers which it will supply directly. 
The allotment of goods for the rest of the customers is made in each voi- 
vodship by the local untts of the SAMOPOMOC CHLOPSKA Central Union of 
Agricultural Cooperatives, which are also authorized to carry on turnovers 
of these naterials. 


5. Chemical reagents. The Polish Chemical Reagents State Enterprise will 
establish a list of customers which it will supply directly. The allot- 
ment for the rest of the customers will be made in each voivodship by 

the CHEMIA District Chemical Trade Enterprise, which is also authorized 

to carry on the turnover of these materials. 
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6. Cables and conduits. The CENTROKABEL Cables and Conduits Sales Of- 
fice will establish a list of customers which it will supply directly. 
The allotment of cables and conduits for the rest of the customers vill 
be aade in each voivodship by the ELMET District Enterprise for Trade in 
Technical Articles, which is also authorized to carry on turnovers of 
these materials. 


7. Acid storage batteries. The EMA-ZBYT Electric Machine and Apparatus 
Technical-Trade Center will establish a list of customers which it will 
supply directly. The allotment of batteries for the rest of the custor- 
ers will be made in each voivodship by the AGROMA district enterprise, 
which is also authorized to conduct the turnover of these materials. 


8. Plastics. The CHEMIPLAST Enterprise for Commodity Turnover of the 
Plastics and Dyes Industry will establish a list of customers which it 
will supply directly. The allotment of plactics for the remaining cus- 
tomers is made in each voivodship by the CHEMIA District Chemical Trade 
Enterprises, which are also authorized to carry on the turnover of these 
materials. 


9. Rubber. The STOMIL Enterprise for the Turnover of Rubber Industry 
Articles will establish a list of customers which it will supply directly. 
The allotment of rubber for the remaining customers is made in each 
voivodship by the CHEMIA District Chemical Trade Enterprises, which are 
also authorized to carry on the turnover of these materials. 


10. Tires for motor vehicles, tractors, and farm machinery. The STOMIL 
Enterprise for the Turnover of Rubber Industry Articles will establish a 
list of customers which it will supply directly. The allotment of 

tires in each voivodship is made by the AGROMA district enterprises in 
the realm of tires for the needs of socialized agriculture, and by POL- 
MOZBYT district enterprises in the realm of tires for automobiles and 
trucks, and these enterprises are also authorized to carry on the turnover 
of these materials. 


ll. Artificial fe tilizers. The AGROCHEM Enterprise for the Sales of 
Mineral and Chemical Fer*ilizers will establish a list of customers which 
it will supply directly. The allotment of artificial fertilizers for 
the rem4ining customers is made in each voivodship by the local units 
of the SAMOPOMOC CHLOPSKA Central Union of Agricultural Cooperatives, 
which are also authorized to carry on the turnover of these materials. 


12. The Cement Sales Office will establish a list of customers which it 
will supply directly. The allotment of cement is made in each enterprise 
by the Building Materials Centers for small consumers of the socialized 
and local economy, and by units of the SAMOPOMOC CHLOPSKA Central Union 
of Agricultural Cooperatives for private customers, and these centers 
and units are authorized also to carry on turnovers of these materials. 
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1}. Mineral woo! mats and panels. The Office of Building Insulation Mat- 
erials Sales will establish a list of customers which it will supply dir- 
ectly. The allotment for the remaining customers is made in each voivod- 
ship by the Building Materials Centers, which are also authorized to carry 
on the turnover of these materials. 


14. Softwood lumber. The Wood Turnever Center will establish a list of 
customers which it will supply directly. The allotment of timber for 
the remaining customers will be made in each voivodship by the Timber 
Industry Enterprises, which are also authorized to carry on turnovers of 
these materials. 


15. Wood-derived panele. The Office of Panels and Veneer .‘ales, PLYTOZBYT, 
will establish a list of customers which it will supply directly. The 
allotment of panels for the remaining customers will be ma:ie in each 
volvodship by the Build‘ x Materials Centers, which are also authorized 

to carry on the turnover of these materials. 


16. Paper cellulose, paper, and cardboard. The Minister of Culture and 
Art sets the allotment of all paper for publishing purposes. 


The Paper Turnover Office will establish a list of customers which it will 
supply directly. The allotment of paper and cardboard for the remaining 
customers can be mace by the district ELMET enterprises on the basis of 

a contract with the Paper Turnover Office. 


17. Protective clothing and personal protection equipment, fire-fighting 
equipment, and smothering agents. The local ELMET Enterprise for Trade 
in Technical Articles are authorized to conduct retail sales on the basis 
of agreements made with the SUPON Fire and Protective Equipment Technical 
Sales Center. 


Materials Supply Principles 


Varaaw GOSPODARKA MATERTIALOWA in Polish No 5-6, Mar 82 p 101 


|Cireular: "Minister of Materials Management Circular No 2, Dated 23 Feb- 
ruary 1982 on the Principles of Material Supply to Construction Enterprises 
With Consideration Given to Enterprises Supervised by Voivodship Governors 
anc on Voivodship Governors’ Cooperating With Enterprises Handling Turnover 
of Distributed Materials") 


[Text] On the basis of Council of Ministers Resolution No 243, dated 30 
November 1981 on the principles of the operation of state enterprises in 
1982 and in keeping with the decisions of the Council of Ministers Econo- 
mic Committee of 28 January 1982, the following principles are established 
for supplying materials to construction enterprises and for cooperation 
between voivodship governors and enterprises handling the turnover of dis- 
tributed materials. 
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l. Distributed materials used in construction, that is, cement, electric 
power cables, metal goods, lumber, panels of wood origin are included in 
the technical material supply system established: 





by Council of Ministers Resolution No 243, dated 30 November 1981 on the 
principles of the operation of state enterprises in 1982 (MONITOR POLSKI 
No 32), 


by Minister of Materials Management guidelines, dated 29 December 1981 on 
the principles for the distribution in 1982 of fuels and raw and other 
materials included in compulsory intermediary (agency) service, with the 
supplements given in Points 3-6. 


2. The other materials used in construction production 


in keeping with Council of Ministers Resolution No 243 mentioned in Point 
l, are not part of the distribution system or compulsory agency service, 
and in relation to them free contract turnover applies. 


3. Units handling the turnover of the means of production authorized 
to distribute (Appendix No 6 to Council of Ministers Resolution No 243) 
perform the allotment of materials for registered customers, and the 
remaining amount of materials is distributed to the various voivodships. 
The allotments of materials for a voivodship will apply not only to the 
needs of construction but also to general consumption besides the regis- 
tered consumers mentioned by the distributing units. (The manner of 
allotment for units of the Ministry of National Defense, the Ministry of 
Internal Affairs, and small-scale industry is established separately.) 


In keeping with the guidelines of the Minister of Materials Management 
dated 29 December 1981 on the principles of distribution in 1982 of fuels, 
and raw and other materials included in compulsory agency service, the 
allotment of materials for the voivodship gust be arranged by the turn- 
over units in agreement with the corresponding supervisory tean. 


4. The turnover units should transmit to the voivodship governors «a 
list of the major (registered) customers from the given voivodship that 
obtained registered allocations for distributed materials. The enter- 
prises not on this list are supplied with distributed materials within 
the framework of the allotments for the given voivodship. 


5. Allocations of materials for local allotment in the voivodship are 
received by the corresponding local turnover units mentioned in Appendix 
No 2 to the Minister of Materials Management's guidelines dated 29 Dec- 
ember 1961. These units prepare the allotment of materials, including 
those for construction enterprises, assigning them first of all to those 
carrying out operational programs. They come to an agreement on the 
proposed allotment with the Voivodship Materials Management Group [WZGM]. 
lf the materials supply situation is good, the WZGM may cail for free 
sales without registered distribution. 
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6. Local materials turnover units are required to do the following at the 
request of the voivodship governor, in agreement with the WZGM: 


apportion distributed materials for construction enterprises supervised by 
the voivodship governor and present for the governor's information a dis- 
tribution list for ese enterprises, 


apportion distributed materials for construction enterprises supervised by 
the voivodship governor, leaving to the governvr the distribution of these 
materials to the enterprises, except that the enterprises receive alloca- 
tions trom the materials turnover units. 


7. In keeping with Decision No 8 of the Council of Ministers Economic Com- 
mittee, dated 29 January 1982, on the intensification of local production 
ot building materials, it is necessary 


first of all in the allotment of distributed materials by the local units 
handling the trade of the means of production (allotment in the voivodship), 
to take into account the state enterprises undertaking the production of 
local building materials, 


to the extent possible, to award additional allocations of distributed 
materials to units of small-scale industry undertaking local production of 
construction materials; the small-scale manufacturing units obtain basic 
allocations in keeping with the principles in force through the intermedi- 
ary of the bodies coordinating their activity. 


8. On the basis of Decision No 5 of the Chairman of the Council of Ministers 
dated 15 February 1975 on the creation of the Voivodship Materials Manage- 
ment Groups |WZGM], the voivodship governors may adapt the composition of 
these teams to the expanded tasks implied by the above-mentioned guidelines 
of the Minister of Materials Management, dated 29 December 1981. 


9. In consideration of the specific nature of the construction process and 
of experience gained in the experimental incuication of comprehensive ac- 
tive supply, it is recommended that efforts be undertaken to organize con- 
rehensive construction site supply which bypasses the warehouses of the 
ction enterprises, regardless of the ministry to which they belong. 


fhe construction supply functions in the voivodship should be eptrusted to 


a specialized unit handling the comprehensive supply to construction and 
emodelling enterprises, building materials industry enterprises, single- 
family housing construction, and other consumers using building materials. 


Minister, Dr Jan Antosik 








Materials Supply Problems 


Warsaw GOSPODARKA MATERIALOWA in Polish No 5-6, Mar 82 pp 102-104 


[Article by Tadeusz Wojciechowski: "Problems of Supplying Articles Not 
Encompassed in the Distribution Program During the Period of Inculcation 
of the Reform"] 


[Text] Nearly 70 percent of tne total turnover of products, that is, 
raw and other materials and co-produced components is taking place under 
the conditions of the reform, at least theoretically, through sales and 
delivery contracts freely entered into, without the distribution system 
or compulsory participation in the middleman service system. Is this 
really the way it is, and what sort of laws govern this segment of the 
means-of-production market? 


Always -- not just as the result of the reform -- a substantial share of 
supply turaover in Poland has been based on agreements freely made. This 
share of turnovers, for example, included all industrial co-production. 


Nonetheless, in various branch systems, the individual components at the 
central and middle management levels used what is called “informal dis- 
tribution,” which consists of setting priorities and precisely allotting 
the bulk of commodities according to very differentiated criteria, often 
simply intended to protect the supply for their “own" -- this means intre- 
branch or intraministerial -- interests. 


In the present scheme, one thing for certain has changed. The indirect 
level of management (industrial associations) during the period of their 
dissolution cannot perform the informal distribution of certain materials, 
but the ministries have far less impact on the possible execution of such 
recommendations (if they issve them) by either the units engaged in the 
turnover of the means of production or the producers. 


This does not mean that such attempts and trends are not occurring, 
especially in view of the fact of the creation in 1982 (I hope that it 

will be temporary) of what are called branch plenipotentiaries, to replace 
in part the former industrial associations. On the other hand, there is 
increasing force in the development of a new informal distribution link, 
that is, the supply trade unit, which distributes articles which are not 
formally included in the distribution system but are in short supply. 


Of necessity, they select their customers. They meet the needs of some in 
full, while limiting deliveries to others to varying degrees. They are 
generally guided by the criteria adopted for distributed items. Hence, 

for example, in 1982 first of all the needs related to carrying out what 
are called the operational programs are met, especially since the Office 

of Materials Management has issued appropriate instructions in this matter. 
Outside of this, however, in practice one sees that in the various elements 
of these units, particularly in wholesale trade, there is a mutual exchange 
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tlong with various sorts of protectionism. These units are enterprises, 
and from a formal point of view they can establish their sales policy 
entirely independently in this realm, unless the Council of Ministers 

or government body operating under its authority issues specific guide- 
lines or voluntary recommendations in this area, as in the case of the 
operational programs. 


In the segment of the means-of-production market encompassing items not 

in the distribution system, there are several new phenomena in 1982 

that are of great significance to the course of the supply processes and 
the behavior of the various organizational units [plant and equipment]. 


1. A substantial number of enterprises that are producers of materials 
which they distribute through the intermediary of various trade agencies 
(mainly the so-called sales offices) refuse to avail themselves of their 
services and will try to handle sales indepeudently or make some use of 
the services of freely selected wholesale trade organizations. This is 
entirely consistent with the principles of the reform and is limited only 
by the establishment (at least in 1982) of a small number of turnover 
organizations as trade middlemen who have been granted the monopoly to 
act as middlemen for a period of time*. These tendencies sometimes meet 
with favorable acceptance on the part of some customers. 


Alongside the question of the maintaining or the restriction or limitation 
of certain intermediartes, there is the question of the information about 
sources of purchase and the new system of market relations and ties in 
this segment of the market. During the initial period of their forma- 
tion, it will be difficult to become oriented as to the potential sources 
of supply and the system of sales performed by them. These difficulties 


ire occurring even during the first half of 1982, and I think that it 
will be essentia! as quickly as possible to publish a new edition of the 
Polish Economics Press [PWE] "Informator Paopatrzeniowca"™ [Suppliers' 


7 ~ : i” 
nrtormation aAnuail. 


Against the backdrop of this phenomenon there will temporarily arise 


erious blems concerning the coordination of production and supply 

| territorial terms. So long as there is a shortage 
nd therefore ¢t possibility of a free choice of customers, the natural 
tenden Yi wependent producers will be to give priority to customers 
located nearby or involved in mutual services. Hence, for example, it 
ay happen that a metal basin producer will sell them (in the form of 
1 delivery agreement for the enttre year's production) to trade enterprises 


in the southern regions, leaving the rest of the country without any source 


‘5 ’ , if 
; 


*Aonendtx Ne & to the Council of Ministers Resolution dated 30 November 
L981 on the matter of the principles of operation of the state enter- 
prises in 1982. 
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Given the fact that the economic administration has no formal grounds to 
question such an agreement, it is possible only to count of the “operation" 
of the market mechanism, that is, the selling of @ portion of the basins 
(at a higher price plus profit margin) to other trade enterprises, but 

this mechanism will not work in the event of a very severe shortage. 


I think that during the transition these tendencies can only be counter- 
acted by the periodic issuance of monopoly authorization for trade agency 
(middleman) service to a given trade unit, which is charged with distri- 
buting the commodity volume at its disposai in the most objective way 
(this is to apply to certain types of products), while maintaining the 
priorities established on the national scale for a given period. 


On the other hand, the extension of monopolies must be very moderately 
and carefully handled, and must be limited to those instances which are 
truly essential. 


3. There are free prices for a substantial number of items not covered by 
the distribution system, especially throughout industrial coproduction. 
Therefore we cannot preclude the possibility that certain producers, 
especially those with monopolies (of a technological nature), will take 
advantage of the Situation to rise prices to a higher level than what 
used to be called "Merchant solidarity" in prewar nomenclature, or firm 
solidarity, and was related to the concept of a decent profit. 


Of course an excessive increase in the prices of coproduced components 

wiil have a direct impact on the price of the finished product, regard- 

less of whether this is the above-mentioned component, a piece of machinery, 
or an item of mass consumption. 


in the sphere of the functioning of supply, this phenomenon can carry along 
with it (I would say that it will surely carry along with it) the "natural" 
elimination of certain customers, who are simply unable to bear the price 
from the viewpoint of the profitability of their production. Against this 
backdrop there will be a periodic rise in intervention and disputes, but 

if the market mechanism is to be a fixed instrument in the future, then 

this problem must be approached with reserve. Gradually certain consumers 
of a given product will substitute others for it, reducing demand and lower- 
ing the price. 


4. Against this background we will also be dealing with a problem which is 
occurring on a large scale, that of the real technological monopolists, the 
firms producing items not covered by the distribution system, in quantities 
inadequate for the country owing to objective causes, such as glue from 

the PRONIT Plastics and Dyes Plants in Pionki, which the whole footwear 
industry needs along with many other plants. Even without raising the 

price -- perhaps even more so because of not raising the price -- the inde- 
pendent, self-governing producer faces the necessity of choosing the cus- 
tomers to whom he sells his product. We shall therefore be dealing her too 
with the phenomenon of informal distribution, similar to that guided by the 
supervising ministry. I think that this is the weakest point in the system 





of supply, permitting the formation of numerous improprieties, for 
example, against the backdrop of ea subjective assessment of customer 
needs, but at this stage it is difficult to propose anything sensible 
to combat this phenomenon affectively. 


During a later period, perhaps even during the second quarter of this 
year, the Minister of Domestic Trade and the Minister of Materials 
Management are to draft and present to the Sejm a draft law on com 
modity turnover. According to the initial assumptions, it is to 
contain elements of antimonopolistic regulations as well and to es- 
tablish the permissible scope and circumstances for the state adminis- 
tration's restricting freedom of commodity exchange. These regulations 
should at least partially limit the danger that producers will abuse 
their monopolistic position, although I am afraid that it will be dif- 
ficult to make it concrete enough, because usually in world legal ex- 
perience [such regulations] apply to the creation of monopolistic ties 
aimed at achieving additional profits and not a monopoly stemming from 
technical conditions, even if a similar result is produced as a conse- 
quence. 


The above-mentioned basic phenomena which are occurriag (and which have 
partly already occurred) in 1982 in the turnover of undistributed items 
of technical-material supply are not an exhaustive list of the problems 
related to this realm of turnover. 


Commodity turnover of undistributed materials, and cherefore strictly 
speaking the turnover in a free-market assumption, should be based large- 
ly on the system of contracts freely entered into. The legal basis of 
sales and delivery contracts is the Civil Code and the Council of Minis- 
ters resolutions which regulate in more detail the principles for enter- 
ing into contracts, especially the so-called general contract conditions, 
but under the conditions of the current reform, after the package of laws 
went into effect this February, a substantial portion of these regulations 
-- if not de jure then at least de facto -- ceased to fit. Some of the 
legal specialists feel that they should be nullified altogether, to leave 
the Civil Cote as the sole legal basis of contracts. I share the view, 
but the issue needs more careful examination and elaboration. On the 
other hand, the Code must regulate a number of issues, such as the dis- 


tribuced iteme" supplier's duty to sign contracts. It may be that this 
can be settled in the above-mentioned draft law on commodity turnover. 
f course, thts would really make it possible to avoid the regulation 
* this problem outside the framework of a law. 
\n important and partly separate problem is industrial coproduction 
(here we are talking about both legal and organizational regulations). 
In Poland coproductton has always formally represented part of free 
mmodity turnover, encumbered by the previously mentioned problems above, 
despite the lesser degree of independence in establishing a production 
plan. For this reason there have always been attempts by supervising 


bodies to coordinate it. On two occasionsthere have been special regu- 





lations* issued in the attempt to treat coproduction agreements as a 
special sort of agreement, more lasting and certain in execution. These 
regulations have not been formally invalidated, but in the light of the 
1981 law on the enterprise, the enterprise may be obliged to s‘jn a 
contract only in a few situations, and copreduction relatienships vere 
not included among them (this also applies to the distribution system). 

I am only mentioning this subject, because I intend to take it up ina 
separate article, but it must be clearly stated that in the light of the 
legal situation in 1982 coproduction ties** must not be uprooted, this is 
true, but on the other hand there is no obligation to enter into new re- 
lationslhips either, if they are considered improper from the viewpoint of 
economic interests. Of course cis does not mean that the various levels 
of the administration are not trying and will not try to assist in the 
forming and bolstering of coproduction ties between enterprises, especial- 
ly since certain possibilities still exist for the so-called founding 
bodies to bring pressure to bear. 


Finally, the turnover of materials which are excessive stock is the last 
of the problems of turnover of undistributed items (and in this case, this 
also includes distributed items) which we need to discuss. This turnover 
is entirely free. Material which represents stock considered under the 
previous nomenclature to be unnecessary or excessive may be sold to any 
civil or legal party. Ic is true that the haste in issuing the regulations 
concerning the principles of the functioning of the economy in 1982 meant 
that some lawyers interpret the compulsory agency service of commercial 
units mentioned in Appendix No 8 of the Council of Ministers resolution 
dated 30 November 1981 for material supply as also applying to improper 
stock, but this interpretation is incorrect. 


The Minister of Materials Management confirmed in an official explanation 
the complete freedom for the "secondary" turnover of materials derived 
from improper reserves, except for precious and nonferrous metals, without 
compulsory use of the services of intermediaries. Of course, if the 
enterprise considers it useful, it is free to avail itself of middlemen. 


On the other hand, what is disturbing is the fact that, as we can see 

from a great deal of information obtained from the units of small-scale 
industry, the sales of these materials from enterprises of key industry 

is still not going right, and even during the first quarter of 1982, it 
slowed somewhat. This is perhaps the result of maintaining the hope of 
using the material in their own factories, the fear of a growing shortage, 
or -- this would be less desirable -- there is still a reluctance to sell 
materials to small-scale industry, especially the crafts and trades. 





-_—— -— 


*Last resolution of the Council of Ministers No 96, dated 23 October 1980 
(MONITOR POLSKI No 25/80) on industrial coproduction. 

**In the above-mentioned Council of Ministers resolution of 30 November 1981 
on the principles of the 1982 operation of state enterprises, this was 
established in Chapter I, 84. 
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i have tried to present the major problesas and phenomena which will 
occur on the market of the means of production not included in the 
iistribution system during 1982 and surely in 1983. The reader is 
likely to ask himself how the enterprise should behave under the con- 
ditions and what sort of behavior I would suggest for both the consu- 


mer anc tne suppils 
Here are a few eugeestions I can make for consumers: 


One should not rely on anyone's really effective help in resolving the 
problems of supply for items not covered by the distribution systen. 
It is really aecessary to overcome all sorts of difficulties indepen- 
lently. 


A comprehensive analysis can be made of the previous ties with suppli- 
ers of undistributed materials and coproduction components also and even 
mainly from the viewpoint of the prices offered, fees for commercial 
services, and possibilities for reducing transport.distances. it may 

be that despite the absence or existence of only slight competition, 

it is worthwhiie to change the direction of emphasis to making con- 
tracts, to use the services of a different commercial agent, or to buy a 
certain material directly from the producer. 


In the normal way it is necessary to try to “renew” contracts and agrew- 
ments with those suppliers whom we consider appropriate under the new 
system. Of course new prices and delivery conditions should be negotia- 
ted. 


There will still be a certain number of item assortments of undistribu- 
ted materials for which we are not going to find a supplier or the 
supplier found or even a permanent one will not agree to sign a con- 
tract, or he cannot insure deliveries of the required amounts of the 
items or guarantee that otver delivery conditions will be met. 


Realistically we have oaly the following possibilities: 


mtinue to negotiate with this supplier, overing him even a h gher 
wrice, if we can afford it, 


> a look out a other suppliers, using advertisements in the 
t ;, bu lic yot always possible under the conditions of a sub- 
stantial Cechnological monopoly of industrial production, 
Conduct a technical analysis of the product (for example, using the 
ilue analysis method) to seek solutions consisting of the use of 
mother MPOL«? r material which is more readily available, making 
it in ene's own plant, or simply eliminating it. 











Despite what people think, the answer to the question: “but perhaps produc- 
tion is possible without it,” according to Japanese research, 4 percent of 
the time the answer is in the affirmative, so this possibility must not be 
underestimated. I am alone in this view, but I think that it may be that 
intervention within industrial associations of enterprises and by various 
sorts of plenipotentiaries will produce only sporadic results. It may 
produce a beneficial result when we are carrying out production which is 
considered to be one of the so-called operational programs, but this is 

a solution which has been adopted for 1982, and I am not at all certain 
that it will be extended in this forn. 


In relation to enterprises of suppliers who for the moment will continue 

to be in a better situation (although everyone is simultaneously a consumer 
and supplier), 1 have only one suggestion, owing to the market situation. 

I have written about this many times in recent years, but I think that 

this is presently becoming a primary issue. The supplier of an undistri- 
buted item must start conducting a genuine systematic analysis of the demand 
on the section of the market in which he is operating. He cannot wage his 
own sales policy and pricing policy, without any ongoing orientation about 
fluctuations in demand, the appearance or development of competition, the 
appearance of substitute products on the market, and so on. This after 

all is also related to the position of what are called materials turnover 
wnits, that is, sales offices, wholesale enterprises, and so on, under the 
anew conditions and market relations. I have already mentioned that the 
existence of some of these units, especially the agencies and organizers of 
sales of undistributed items is actually in danger. The supplier -- pro- 
ducer and ccnéumer -- will in many instances think that the intermediary 
only extends the path for making a transaction and increases his sales 
costs or supply costs. 


Unless the intermedir-cy units can prove the meaning of his existence, for 
example, through a greater familiarity with the market or the introduction 
of facilitations .or customers which they consider worth paying extra for, 
then it will gradually lose customers and will have to face the danger of 
economic self-sufficiency. This applies to a lesser degree to wholesaling 
enterprises, if thev tecide to expand their assort@ent of items or their 
forms of sales, for example, retail for small-scale manufacturing. But 
here too, especially during the period where shortages exist, we should 
count on difficulties in adequately “filling” warehouses with commodity 
volume. It is therefore essential many times over for these enterprises 
to build genuine business efficiency and to a great extent to changvr. 
their traditional position and forms of operation in the turnover of the 
means of production. I am convinced that here too phenomena of real com- 
petition will most often emerge. 


1 think that in keeping with the targets of the economic reform, we are 
entering in the sphere of turnover of undistributed items of technical- 
material supply in a period where so-called “wolfish" market laws operate 
where the one who is better prepared and more flexible wins. I think that 
all enterprises must gradually develop protective and adaptive mechanisms 
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which will permit them to increase their possibility cf winning in the 
role of both supplier aad consumer. 


Small-Scale Industry Supely 
‘arsaw COSPODARKA MATERIALOWA in Polish No 5-6, Mar 82 pp 105-108 


[Arcicle by Andrzej Zawalski: “Principles of Technical-Materials Supply to 
Units of Small-scale Industry”) 


[Text] The economic activity of units of small-scale industry is playing 
an important role in meeting social needs in both the production and ser- 
vices areas. It takes on particular significance in the period when econo- 
mic difficulties are appearing. It is expressed in the capacity for rapid 
placement of the production program and flexible reaction cto the changes 
taking place in terms of both the ability to obtain raw and other materials 
and the demand for finished products, and this in turn eases the effects of 
the crisis and accelerates our getting out of the economic difficulties. 


An expression of this role of small-scale industry in our econcnic life is 
Council of Ministers Resolution No 112/81, which creates convenient organi- 
zational-economic conditions for its development. Among these conditions, 
technicai-mater_als supply is of fundamental significance. 


The concept of “small-scale industry” is rather broad and includes economic 
units which sometimes vary considerably among themselves. 
In keeping with Couaci! of Ministers Resolution No 112/81, smal.-scale 


industry includes the following: 


Cooperative units, 

Stace ercterprises of local industry, and also some enterprises of key in- 
dustry, 

Crafts and trades, 


Jnits carryiag on economic activity within the framework of social organi- 
taticas, 

Companies formed between state and cooperative or crarts economic units, 
Smali-seale munufacturtog is organizationaliy divided up into a number of 
“sectors” with separate coordinating mechanisms. 

Among them are tie following: 

i) Cooper ive Units: 

Central Union ol Workers Cooperatives, 

Central Union of tnvalids Looperatives, 


Ceatral Union of Cooperatives of the Blind, 
CEPRELIA Central Union of Cooperatives of Folk and Artistic Handicrafts, 








b) at the level of state enterprises of local industry -- appropriate voi- 
vodship organizations of these enterprises (for example, the ‘caustrial 
associations), 


c) at the level of the crafts and trades -- Central Union of Crafts and 
Trades, 


d) at the level of the enterprises and plants carrying on economic activity 
within the framework of social organizations -- National Commission for the 
Coordination of the Economic Activity of Social Organizations. 


The units of small-scale industry differ in the scope of their activity 
(production, services) and usually have a small economic potential. When 
supply difficulties occur, it is just these units which may find themselves 
in a particularly disadvantageous situation. On the other hand the fi-cc- 
tioning of many areas of importance depends on their activity, areas of 
importance owing either to the fact that they meet the needs of the popula- 
tion (for example, services wiich have an impact on living conditions, the 
production Of commonly used items) or to coproduction relationships with 
enterprises of key industry. Sometimes these units are sole specialized 
producers of certain goods (for example, protective clothing). 


For this reason it is extremely important to create for this group of eco- 
nomic units the most favorable possible solutions in the system of technical- 
material supply. 


Systems Solutions in the Organizations of the Process of Supply for Small- 
Scale Industry 


The systems solui.ons introduced are by no means equivalent to insuring a 
surfeit of raw end ot er materials for units of small-scale industry. 


Some of these solutions consist of eliminating barriers which hamper these 
units’ access to various sources of supply for raw and other materials, 
while others create certain forms of priority in supplying them with tech- 
nical materials. 


The basic principles of supply for small-scale industry stem from the gener- 
al solutions in Council of Ministers Resolution No 243/81. These solutions 
have been presented in detail in other articles. We are concentrating here 
solely on those among them in which the specific nature of small-scale in- 
dustry has been accentuated. 


It has been assumed that the needs of small-scale industry would be taken 
into account back at the stage when the balaace-sheet of raw and other mater- 
ials and equipment which are included in the central balance-sheet is drawn 
up. This list encompasses 89 raw and other materials and 10 groups of 
machinery and equipment. 








On the outflow side of each of these balance-sheets estimates have been 
made for the sizes of deliverics taken as an overall total for small- 
scale manufacturing. These sizes are tentative in nature and are binding 
for the turnover units handling distribution only in the case of items 
covered by the distribution system (those mentioned in Appendices Nos 6 
and 7). 





Allotments for the various sectors of small-scale industry are se: by the 
Council of Ministers Planning Commission. 


This means that the total sizes of deliveries for small-scale industry set 
down in the balance-sheets for distributed articles determine the possibi- 
lities for allotment to its various sectors. 


The bodies which coordinate the activity of the units of small-scale indus- 
try in the various sectors should therefore pay particular attention to the 
stage of formulation of the balance-sheets for materials and machinery, be- 
cause it is at that very time that decisions are made about the size of the 
“pool” of distributed articles to which small-scale manufacturing will have 
access. The turnover units for which the delivery sizes set down in the 
balance-sheets for this group of consumers are obligatory are not basically 
in a posistion to change anything, except the listing of the specific items 
in the assortment. 


As tor the items on the central balance-sheets that are not included in the 
distribution system, the delivery sizes established for small-scale industry 
are merely tentative and cannot be treate? as certainties. 


Here the service which supplies small-scale industry plays a special role 
and in the course of its efficient actions it should try to “extract™ these 
sizes of deliveries from the suppilers. 


Nonetheless, the services supplying small-scale industry must remember that 
both the allocations of distributed items and the tentative delivery sizes 
of the rest of the items on the central balance-sheets give consumers no 
abso.ute assurances that they can buy the amount of these items which such 
an allocation or Listing on the balance-sheet implies. This follows from 
the tact that, consistent with 616 of Paragraph 3 of Council of Ministers 
Resolution No 245/81, certain regulations of Council of Ministers Resolu- 
tion No 192/73 on delivery contracts, which provided the obligation for 

a goods delivery contract to be signed between the supplier and receiver, 
was cancelied. Hence, because of the cancellation of 58 of Resolution 

No 192/73, the obligation for the signing of a contract between the sup- 
plier end the consumer disappeared, in the case where the consumer had an 
allocation for an item included in the official distribution systen. 


Eliminated too was the possibility of founding bodies’ intervening in the 
process of the signing of contracts between suppliers and canswmers, owing 
to the cancellation of 66, 7, 9, and 14 of Council of Ministers Resolution 
No 192/73. From this it follows that currently the allocation of an item 








included in the distribution systez should be treated by consumers only as 
a possibility of signing a contract with s supplier, which in turn may not 
sell those consumers more than the allocation implies, but the supplier can 
make a contract with such a consumer for a quantity smaller than implied by 
the allocation, if the actual production (or import) influx does not meet 
the demand of consumers with allocations and those without them (that is, 
those purchasing on the basis of contracts freely made with suppliers). 
Therefore, the consumers’ receiving of the amount of the allocations -- 

and this applies as well to small-scale manufacturing consumers -- will 
depend on the following: 


-- the carrying out of the balance-sheet upon which the dissemination of 
a given item was based, 


-- the real course of production processes at the producers’, the struc- 
turing of import deliveries (if they ere on «a given balance-sheet), 


~~ the effectiveness of coordination functions «xecuted by the unit hand- 
ling distribution in the realm of the turnover of a distributed item (for 
example, effective market analysis, cooperation with consumers and suppli- 
ers, the organization of proper sales channels, and so on). 


The systems solutions adopted envisage that the allocations of item 
included in the distribution system will be established for the bodies 
which coordinate the activity of the various sectors of small-scale is- 
dustry (they have been mentioned above). 


These bodies in turn, or the units they indicate, make a further allot- 
ment to the various units of small-scale iadustry. 


Practically, then, two solutions may be proposed: 


a) the body which coordinates a specific sector of small-scale industry 
can directly allot the items included in the distribution system through 
an appropr.ate organizational grap, 


b) the coordinating body cea authorize one organizational unit to make the 
detailed allotments on its behalf. 


In the Central Union of Workers Cooperatives, for exemple, the latter 
solution has beer adopted, as well as in the Central Union of Invalids 
Cooperatives, where there are in operation for this purpose separate 
enterprises (plants) which handle setting up the process of supplying 
units of small-scale industry in a given sector. 


The localization of the supply function in small-scale industry is un- 
doubtedly a solution which is favorable for the various economic units 
under the conditions where there are severe shortages of raw and other 
materials. Such services handle not only the organization of supply of 
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items covered by the distribution system or that of many items which ere 

not covered by the distribution system but erehard to obtain. We can as- 
sume that the role aod tasks of these centralized supply services will 
increase under the conditions of the new principles of supply, because 

these services should first of all in the course of their operations try 

to reach the point where they sign contracts with suppliers for deliver- 

ies of distributed items for the amounts implied by the allocations and 

also strive to make agreements with suppliers for items which ere not 
covered by the distribution system but are listed on central balance-sheets. 


They can also work more effectively .t@® get suppliers to deliver other 
items which are not on the central balance-shects but are conditions to 
the conducting of economic activity by the various units of small-scale 
industry (for example, adhesives, dyes and lacquers, thread, metal pro- 
ducts, sanitation equipment, and so on). 


These items, like the materials which are not covered by the distribution 
system but are on the central balance-sheets, are acquired in keeping with 
Council of Ministers Resolution No 243/81's provisions for contracts freely 
made. Under the conditions where there is a great shortage, the various 
units of small-scale industry could have great difficulties in obtaining 
the raw and other materials they need. The centralization of supply in 
small-scale industry may also facilitate the purchase of imported items 
both through improved cooperation with the varicus foreign trade enter- 
prises and through the combining of agreements, the possibilicy of estab- 
lishing more convenient delivery terms, and 80 on. 


The operations of the units which handle *ceateabized supply to sm ‘l- 
scale industry should be based on trade contracts or agreements ma. with 
custamers for whom they perform these services. These contracts should 
contain a specification of the mutual rights and duties of the parties, 
including the essortment range of items to be supplied by the intermedi- 
ary, the scope of the supply organizer's responsibility to the customer, 
the amount of remuneration for the service, and so on. 


.¢ Seurcee of Technical-Material Supply for Small-Scale Industry 
sie manutecturing units make purchases of the materials they 
and of other geans of production, using various sources. The basic 


oliers are the producers and the units handling the turnover of the 

, , eduction. Toe main determinants of the possibilities of buy- 
ing from these sources are the balances and the particular supply-demand 

tio Tt te possible to count on deliveries consistent with the 

allocations (with reservation, as has been done before) only in the cases 
of items covered by the distribution system. in relation to the needs, 
deliveries of materials from ongoing production for the benefit of emali- 
scale todustry have usualiy been inadequate. According to balance-sheet 
targets, in 1982 the situation will not tmprove either, but owing to the 
general economic difficulties one should count on a further decline in 
deliveries in relation to the sizes adopted on the balance-sheets. 








In many units of small-scale industry, as in enterprises of key industry, 
serious shortages of materials and raw micerials aay occur as the result 
ef the reduction in deliveries from previously sormsl sources of purchase. 
Only those units which are taking part in carrying out the opera‘icaal 
programs are in a relatively favorable situation, because in keepicg with 
Council of Ministers Resolution No 243/81, these consumers have priority ia 
buying both distributed and sondistributed materials. This priority, 
however, is not equivalent to a supplier's obligation to cign a contract 
with such 4 consumer. It only provides a more favorable situation in « 
given consumer's efforts to sign such a contract or in the possible course 
of an appeal concerning a decision unfs orable to the consumer made by 
suppliers and particularly, turnover units acting as required intermed- 
iaries (middlemen) (Appendix No § to Council of Ministers Resolution Bo 
243/81). 


Units of small-scale industry which perform services are in a particularly 
difficult supply situation, or can be. This problem has long been regu- 
lated in such a way that the units performing services to the population 
can purchase the materials they need in the general system of shops. 

This is regulated by Council of Ministers Resolution No 306/73, published 
in MONITOR POLSKI No 1, 1974. Nonetheless, the market situation in 19862 
does not insure the possibility of covering small-eale industry's demand 
from this source. 


Against this backdrop the next source of technical-material supply for 
small-scale industry, that is, unneeded stock and secondary and waste 


raw materials occurring in the national economy, takes on added signi- 
ficance. 


In keeping with the provisions of Council of Ministers Resolution No 
112/81, all barriers which up until now have hampered smali-scale indus- 
try's direct access to these resources have been removed. Hence, it 

is to be anticipated that these reserves can be more rapidly edministered 
and directed to the sphere of consumption. 


in amended Council of Ministers Resolution No 164/71 on state organize- 
tional units’ management and distribution of certain movable assets 
(consolidated text was published in MONITOR POLSKI No 24, 25 September 
1981), important changes were introduced to bring substantial simplifi- 
cation to the course of buying up materials or machinery which repre- 
sent reserves which a given enterprise does not need. 


Here are the major changes: 


The holder of improper reserves has complete freedom to choose a buyer 
who has expressed the desire to buy this sort of item. At the seme time 
all categories of buyers are insured identical possibilities for pur- 
chase, that is, both units of the socialized economy and those of the 
nonsoctalized economy, a8 well as physical parties. 























The authority vf supervising units have been cancelled regarding their 
reserving to themselves the management of the stock of certain particular- 
ly scarce items. In this connection the enterprise with stock it does 

not need can dispose of it at any moment without the obligation of asking 
for anyone's opinion or approval (all sorts of internal directives of in- 
dustrial associations or ministries issued in this matter prior to 6 July 
1981, that is, before the amendment of Council of Ministers Resolution No 
164/71, automatically are void). 


The obligation to list excessive stocks of certain materials or machinery 
with specialized urits handling their clearance (such as BOMIS Center, 
PONAR-REMO Complex) has been revoked. 


For small-scale manufacturing units acting as buyers this means the pos- 
sibility of making direct purchases of materials and mac’ainery that are 
improper reserves right from the holders of them without the need to incur 
additional costs for an intermediary (middleman). 


Secondary raw materials and waste raw materials can represent an important 
source of supply for the units of small-scale manufacturing. 


Council of Ministers Resolution No 184/81, which amends the resolution 

on the management of secondary metal raw materials (published in MONITOR 
POLSKI No 21, 1981) is making it possible for socialized and unsocialized 
buyers and physical parties to purchase directly what is called utility 
scrap iron from the economic units in which this scrap is produced. Hence 
the requirement of using the intermediary of units which handle the pro- 
curement of scrap iron (CENTROZLOM, for example) has been eliminated. 


Following Council of Ministers Resclution No 184/81, an amendment was 
introduced in the Minister of Materials Management directive regulating 
this area (this directive, \dated 30 August 1981, was published in MONITOR 
POLSKI No 23). 


Broad facilitations were also introduced in the realm of the management 
of nonmetal secondary raw materials. 


Following are provisions included in Minister of Materials Management 
Directive dated 30 August 1981 on the principles of setting up procure- 
ment of nonmetal secondary raw materials (as published in MONITOR POLSKI, 
No 23): 


a) it is possible for buyers to purchase secondary raw materials directly 
from the units in which these raw materials are created; therefore the 
requirement to sell these raw materials first of all to units which 
hancle their procurement is eliminated; 


b) the authorized units’ "monopoly" on the procurement of secondary raw 


materials has been eliminated, which means that the procurement of these 
raw materials may be performed by other economic units with appropriate 
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conditions for this, and this also includes units of the unsocialized eco- 
nomy. 


The chenges introduced in the principles of managing improper reserves 
and secondary raw materials may represent an important source of supply, 
especially for units of small-scale manufacturing. The large number of 
these units and the varying scale of their needs means that the purchase 
of the stock appearing in the enterprises may to a great extent alleviate 
the scale of the shortage of materials, but this will require great effi- 
ciency and initiative on the part of the sources of supply for the various 
units of small-scale industry. 


Despite the commonly-held opinion about supply difficulties, improper re- 
serves of materials continue to exhibit a high level, which fact is often 
related to a shortage of other complementary, related item assortments. 
On the other hand, the changes introduced in the production programs of 
key industry are also one of the reasons for the appearance of improper 
reserves. 


The intensive penetration of these sources of supply, as represented by 
improper reserves and secondary and waste raw materials, should be under- 
taken by both the supply service of every economic unit and by the enter- 
prises (plants) handling centralized supply in a given sector of small- 
scale manufacturing, but one should count on acess to these resources 
being increasingly difficult, owing to the competition among the various 
buyers and the resulting shortage of other materials which will force 

key industry to avail itself increasingly of secondary raw materials and 
waste raw materials in particular. 


Finally, the last source of technical-material supply may be import. 

From the side of overall systems solutions, central imports from the 
countries of II payments area [capitalist countries] will include only 
the raw and other materials subject t> central balance-sheet preparation. 
In other cases the consumer must provide for the foreign currency to buy 
imported materials. This foreign-eachange currency can come either from 
allowances from one’s own export income or from foreign-exchange credit 
or other sources. 


The solutions presented in this article show that, consistent with the 
targets of the economic reform, the units of small-scale industry must 
consider the consequences of the principle of basing every independent 
enterprise's economic operations on contracts freely made with contract 
partners. In the sphere of material supply this means that all the 
administrative means of influencing the relationships between suppliers 
and customers are ineffective. The extension of effective assistance 
in this area to the various units of small-scale industry by their 
founding bodies may therefore be limited in scope. 
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In the existing supply situation, the centralized course adopted for 
establishing allocations for distributed items under small-scale manufac- 
turing conditions can facilitate the search for those items, but it cannot 
relieve the supply services of the various units of smzil-scale industry 
of the need for initiative and active striving to sign contracts with 
suppliers of distributed items. The change, which from the legal view- 
point concerns the nature and rank of “allocation authority" (that is, 
relieving suppliers of the legal obligation to sign contracts with the 
consumers with this “authority") charges all customers, including the 
units of small-scale industry, with the obligation to arrange more careful 
cooperation with suppliers. 


The differentiated scope of operation of the small-scale manufacturing 
units and the resulting demand for various sorts of materials (usually 

‘fn limited amounts), given the existing shortage of materials, calls for 
the creation of joint supply services or the entrusting of these functions 
to designated enterprises or plants specializing in setting up and arrang- 
ing for supply. 


Such a solution is possible only in the case of voluntary agreements among 
units of small-scale industry and the signing of appropriate trade con- 
tracts. The intr<duction of such solutions in the administrative channels 
would run contrary co the targets of the economic reform. 


In connection with the absence of an adequate amount of many materials 
(distributed and nondistributed), there is the need for small-scale manu- 
facturing to make more intensive use of all sources of supply, especially 
excessive reserves and secondary raw materials occurring in the national 
economy above all. 


The facilitations contained in the legal regulations for management of 
these resources by both units of the socialized economy and by units of 
the nonsocialized economy create favorable cond!tions the utilization of 
which will depend to a great extent on the efficiency of the units of 
small-scale industry. 


Producer Prices Reform 


Warsaw GOSPODARKA MATERIALOWA in Polish No 5-6, Mar 82 pp 108-113 


[Article by Jerzy Chabros: “Producer Prices and the Principles for Setting 
Prices" ] 


[Text] As of 1 January 1982 the producer price reform went into effect. 
The basis for the implementation of this reform was Council of Ministers 
Resolution No 133 on the principles for the establishment and reform of 
sales prices for raw and other materials and other means of production, 
as well as charges for energy and power and for transportation of goods. 
The above-mentioned resolution defined on the one hand the new principles 
for setting producer prices, which were in the future to insure that they 
would be continually updated and prevent the degeneration of the system 
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of the prices on the means of production, and on the other hand contained 
decisions on the reform of these prices once and for all as of 1 January 
1982, in order to create initizl conditions for the further operation of 
the new principles of sale prices. 


Based on the provisions cf the resolution and the indices set down in it 
for the increase in the sale prices of basic raw and other materials, 
the appropriate price-list groups (operating mainly in the industrial 
associations) drew up detailed price lists, which were then approved 
by the State Price Commission. After publication, these price lists 
were sent for dissemination. We are including a list of the above-men- 
tioned price lists and the units which distribute them in an appendix to 
this article. 


As practice has shown during all previous price reforms, it takes a 
longer period of time to draw up price lists, because we are dealing with 
industrial and investment production which goes through many phases, and 
as a result the changes in raw and other materials prices are shifted to 
successive stages of manufacturing up to and including the final product, 
and feedback occurs here. For this reason, it was necessary to use a 
simplified manner of transition to the new price level in the price-lists 
of goods produced in processing industries. 


In keeping with the State Price Commission guidelines dated 19 January 
1981 (and the supplement to these guidelines dated 30 September 1981), 
the teams drawing up the price lists have defined only the conversion 
factors (coefficients) for commodity groups within the framework of a 
given price list or for whole price lists. These indices were approved 
by State Price Commission decisions (more than 140 decisions were issued 
altogether) and in keeping with the regulations of Resolution No 133/81 
were to be used, beginning 1 January 1982, in the conversion of the prices 
which had previously on the old price lists to the new price level. The 
use of these conversion factors for invoicing and clearing purposes were 
treated as temporary solutions to be used until proper price lists were 
introduced. 


Principles for Drafting Prices for Material-Supply Goods 


The course presented for drafting and introducing the new producer prices 
was changed in connection with Council of Ministers Resolution No 243, 
dated 30 November 1981 on the principles of operation of the state enter- 
prises in 1982 (MONITOR POLSKI No 32, Item 287), because this resolution 
introduces new price categories and principles for establishing then. 


Consistent with the regulations of this resolution (85, Paragraph 1), in 
turnovers the enterprises use official prices, regulated prices, and con- 
tract prices or free prices. 


Official prices are set by the Council of Ministers or the proper body of 
the state administration according to its guidelines (in the realm of 
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prices on the means of production this body is the State Price Commission 
with the exception of charges for domestic freight transport by rail, or 
by motor or water transport, which the Minister of ‘Transportation sets). 


In the realm concerning the sphere of producer prices, official prices 
are set on the means of production and on services which are of funda- 
mental significance for manuracturing costs. The list of these means of 
production and services included in Appendix No 3 to Resolution No 243 
cf 30 November 1981 includes: hard coal, lignite and coke, crude oil and 
furnace oil, piped and bottled gas, electric power, metal ores and scrap, 
products of ferrous and steel metallurgy, nonferrous metals products, 
timber and sawn lumber, cement, cellulose, cotton and wool, chemical 
fibers, rawhide, rubber, apatites and phosphorites, sulfur and sulfuric 
acid, chemical fertilizers and fertilizer lime, grain, industrially 
produced fodder and fodder additives, domestic rail transportation of 
freight, and motor and water transport. Official pricés are also set for 
salts, spirits, ethyl gasoline, and diesel oil, gold, and other precious 
metals. 


Official prices on the means of production with a basic impact on manu- 
facturing costs, including in particular the prices of raw and other mater- 
ials, are set on the basis of prices in free foreign-exchange turnovers 

in foreign trade. Practically speaking, these are the prices which occur 
in turnovers with the countries included in II payments area [capitalist 
countries], but in relation to raw and other materials which are imported, 
the basis used is the prices paid for imports last year (and in particu- 
larly justified instances, during the last 2 quarters) with consideration 
given to the prices resulting from the contracts already made for future 
deliveries. The same way is used to create prices on raw and other mater- 
ials which are partially ‘wported and partially supplied from domestic 
sources. 


On the other hand, with regard to the sale prices of domestic raw and 
other materials which are exports (for example, coal, sulfur) the level 
used is that implied by the average prices obtained for exports of the. 
product (with attention given to the contracts already made for future 
deliveries). Finally the sale prices of raw and other domestic materials 
which are neither imported nor exported but appear in international turn- 
overs are established in keeping with expected prices formulated on the 
basis of postings on commodity exchanges or other reliable sources of 
information. 


It should be added that although in the past corrections in sales prices 
have been made every 5 years on the average, or even less frequently, 

the changes in the sale prices of basic raw and other materials now will 
be monitored each year and corrected in cases where the difference between 
the official price and the mean price in international free foreign- 
exchange turnovers in foreign trade is more than 10 percent. It is en- 
visaged that such changes will basically be introduced as of 1 January, 
but in the event of great changes in the foreign trade price level, the 
changes may be also introduced during the calendar year. 
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The level of the rate of exchange adopted for foreign currency is very 
important in setting domestic sale prices based on the prices being used 
in foreign trade. In the past this rate of exchange was set at a level 
close to the average cost of obtaining the foreign currency unit ($) in 
export. These exchange rates are currently being set at a higher level. 
To set new sale prices on the basic raw and other materials in effect 
beginning 1 January 1982, the currency exchange rate adopted was 50 zlotys 
on the dollar (at the moment the decision was made the mean cost of ob- 
taining a dollar in export ‘amounted to about 37 zlotys). 


Back during the latter half of 1981 the dollar exchange rate was increased 
to 55 zlotys, and as of 1 January 1982 it was raised to 80 zlotys. The 
adoption of a rate of exchange at a submarginal level is to insure the 
80-85 percent profitability of Polish exports (it therefore represents a 
form of export promotion), limiting the scope of budget subsidies used, 
but the consequence of this is the disruption of the uniformity of the 
producer’ price reform, because the prices of basic raw and other mater- 
ials are presently based on the exchange rate of 50 zlotys on the dollar, 
while the prices of other imported means of production are based at the 
rate of 80 zlotys on the dollar. This changes too the export picture 
calculated at the higher rate (80 zlotys on the dollar), but, on the 

other hand, a substantial share of the goods exported (basic raw and other 
materials) are based on a lower rate of exchange. 


It is not always possible to base domestic sale prices on the prices being 
used in foreign trade. If there are no conditions to set prices on domes- 
tically produced means or production or services on the basis of foreign 
trade, these prices are based on mean production costs incurred in the 
manufacture of the given commodities or the rendering of the services, 
with consideration given to the profit necessary to insure that the enter- 
prises which produce these goods or render these services can maintain 
their self-financing. 


In justified instances the official prices on the means of production (ser- 
vices) may be set at a level lower than that implied by the costs of 

their production. In that case the enterprises may be given an appropri- 
ate budget subsidy. 


It should be added that in the event of great differences between the 
production costs incurred by the various enterprises manufacturing a uni- 
form product for which official prices have been set, the Minister 

of Finance, at the request of the ministries concerned, may establish 

the appropriate principles for compensatory accounting (811 of Resolution 
No 278, dated 30 December 1981 -- MONITOR POLSKI No 1, 1982, Item 1). 
Such principles have already been introduced, for example, in the coal 
and cement industries. 


The regulated prices are set by the enterprise-producers (sellers). These 
prices are established for the following: 


99 











1) materials the delivery of which is based on distribution lists or 
which is covered by the requirement of using an iritermediary agency 
(miidleman), but which have no official price lists established for 
them (Appendix No 6 is a list of distributed materials, and Appendix 
No 8 is a list of the materials for which an intermediary (middleman) 
is required, both appendices to Resolution No 243, dated 30 November 
1981), 


2) imported means of production the import of which occurs within the 
framework of foreign-exchange funds designated for the purpose and which 
are not on an official price list, 


3) basic means of production for agriculture: farm equipment and machinery, 
farm tractors, and pesticides. 


The general formula for the producers’ setting of regulated prices (those 
of the sellers) is described in the regulation of 88, Paragraph 1-3 of 
Resolution No 243 dated 30 November 1981. More detailed principles for 
setting them have been set down in the State Price Commission guidelines 
of 22 December 1981, which were transmitted to the enterprises by way of 
the industrial associations back in December 1981. 


In keeping with these guidelines, regulated prices for domestically- 
produced commodities are established at the level derived from calculat- 
ing the enterprise's prime production costs, taking the following into 
account: 


1) profit surcharge calculated on the processing cost according to the 
rate in effect, 


2) turnover tax or subsidy in the amount specified by the Minister of 
Finance, 


3) trade margins calculated according to the rates in effect. 


As for the calculation of the prime cost, in figuring it the previous 
regulations of Directive No 21/80 of the Chairman of the State Price 
Commission, dated 11 July 1 80 (DZIENNIK URZ CEN No 20, Item 157) should 
be used. In this calculation the enterprises should take the following 
into account in particular: 


--prices of raw and other materials as well as those of other means of 
production in effect in 1982, 


--changes in wages introduced on the basis of government decisions, 
--changes in the principles for financing remuneration and social expen- 


ditures, principles of financial administration, and the clearing of 
accounts with the state budget (Resolution No 243 of 30 November 1981). 
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The profit surcharge recognized in the price of the product is set 
by the enterprise which produces the given item. This surcharge is 
determined according to the following formla: 


8% F- wl 
N = x 100 


Kp 





where: 


N is the profit surcharge expressed as a percentage of processing costs 
(processing costs are taken to be the total direct Orimd cost minus 
direct materials costs along with the purchase costs accompanying then, 
the costs of outside processing, and the costs of insurance and losses 
from defects), 


F wl is the [firm's] own fund financing fixed assets, nonmaterial and 
legal values, and working capital, 


Kp is the total sum of processing costs (for the previous year). 


If the profit surcharge resulting from this calculation turns out to be 
less than 10 percent, the enterprise may use profit amounting to 10 per- 
cent of processing costs in calculating the prices of its products. 


The rates of profit margins, sales commissions, and supply surcharges in 
the turnover of the means of production for which regulated prices are 
established (and also official prices) should be adopted at the level 
set by the State Price Commission. 


If the product has earned a quality hallmark, its price can be increased: 


by 5 percent for quality "1” 
by 10 percent for quality "Q" 


Taking into account the fact that regulated prices created by the entcr- 
prises during the first few months of 1982 will come into being under 
conditions where there is incomplete and inaccurate information concern- 
ing the various cost elements (for example, the price calculated on 

the basis of group indicators for the rise in prices of the means of 
production, which may later prove to be inconsistent with contract prices 
for the various means of production), these prices should be monitored 
no later than 6 months from the date they are set. This verification 
should consist of the enterprises’ making appropriate corrections in 

the calculation of the cost used as the basis for setting prices for 
those items for which they were calculated on the basis of erroneous 
assumptions. 


Contract prices are set in turnovers between economic units for the 
goods and services not included in the regulations on official and regu- 
lated prices. These prices are set by the supplier with the customer, 
and the price level agreed upon must be confirmed in writing by both par- 
ties to the contract. 
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Free prices do not differ in essence from contract prices. They occur 

in market turnovers, and their level is established by the producer (sel- 
ler). The acceptance of these prices (agreement) by the buyer (consumer) 
takes place by virtue of the very decision to buy the commodity or order 
the service. For this reason the draft law on prices does not include 
free prices any more as a separate price category but treats them as 
contract prices. 


Application of Prices 


The principle of independent setting of free and contract prices by the 
sellers must not mean that they are entirely arbitrary. This particularly 
applies to the situation in 1982. Consistent with the guidel‘nes of 

the Chairman of the Council of Ministers Economic Committee dated 30 
December 1981 (published in TRYBUNA LUDU on 2-3 January 1982), the authori- 
zation to set and increase prices should be used with moderation. This 
means that the prices of various items in 1982 should not basically 
excved the level calculated from production costs, the turnover tax rate 
in effect, and necessary profit. This principle should apply not only 

to the prices of market items but also to contract prices of producer 
goods, which have a decisive impact on the level of the final product. 


In the setting of prices, a reliable calculation of prime costs and the 
undertaking of action favoring their reduction are essential. 


The Presidium of the Council of Ministers Economic Committee issued to the 
appropriate bodies of the Ministry of Finance and the State Price Commis- 
sion the recommendation that they monitor the manner in which producers 
set prices and introduce the necessary sanctions in the event their mono- 
polistic position is used to obtain excessive profits and also in the 
event that prime costs are not calculated in a straightforward manner. 


In order to counteract the adverse phenomena appearing in the realm of 

the setting and application of prices, a Price Inspectorate was established 
(Resolution No 23 of the Council of Ministers, dated 27 January 1982), whose 
tasks include the following: 


Monitoring the propriety of the calculation of official and regulated 
prices, especially costs, profit, turnover tax, product [goods and ser- 
vices] subsidies, and profit margins, 


Monitoring the extent to which principles concerning the setting of regu- 
lated prices are respected, 


Monitoring the level of contract and free prices as well as the costs 
and profitability of goods and services for which prices are set. 


As we can see from this, both in the realm of contract and free prices, 
the Price Inspectorate will occupy itself with assessing their level in the 
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context of the structuring of costs and profitability, except that in 
the event the excessively high costs are discovered, the regulation caon- 
cerning the possibility of imposing the obligation to turn over to the 
State budget a sum amounting to 150 percent of the improper profit ob- 
tained will not apply here (sanctions of this type can occur only for 
official and regulated prices); there will only be the possibility of: 


introducing the obligation of using regulated prices instead of free or 
official prices, 


asking the appropriate minister to apply service sanctions against the 
director of the economic unit in which the prices established glaringly 
violated the principles in effect or the social interest. 


The introduction of new price categories and new principles for setting 
them in a manner different from those principles previously in effect 

had an impact on changing the course of the producer price reform. In 
particular this is related to substantial expansion of the scope of ap- 
plication of contract prices which are estimated to encompass 70-80 per- 
cent of the total value of production of the means of production in the 
turnover of the means of production. In this situation, the price lists 
for certain raw and other materials elaborated and issued prior to Resolu- 
tion No 243, dated 30 November 1981 can partially encompass items which 
since 1982 have fallen within the scope of official prices and partly 

to the sphere of regulated and contract prices. In this latter case 

the prices given on the price lists have no binding force, and they can 
be treated as tentative prices, but the appropriate economic unit may 

set regulated prices on the basis of the authority it has obtained or 

may set contract prices in agreement with its contract partners. The same 
also applies to price conversion indices, which can be replaced by regu- 
lated prices or contract prices. Until regulated or contract prices are 
established, prices contained in the price lists previously in effect, 
with consideration given to the conversion indices (coefficients) approved 
by the State Price Commission should be used in turnovers between enter- 
prises of the socialized economy and in pricing the outflow. Decisions 
approving the indices have been transferred to the appropriate ministries 
and industrial associations by the State Price Commission. 


Reassessment of Reserve Supplies 


In connection with the reform of producer prices unprecedented in pre- 
vious reforms insofar as the scope, scale, and results are concerned, 
there has arisen the need to reassess reserve stock and to clear the 
result with the state budget. This matter should be presented more 
comprehensively. Appendix No 12 to Resolution 243 of 30 November 1981 
contains provisions concerning giving enterprises their own working 
capital, insuring that they will be covered at least to the extent of 
30 percent. The enterprise must obtain the shortfall in working capital 
in other ways, mainly by using bank credit, which of course creates ad- 
ditional burdens for them, owing to the cost of this credit, but for 
obvious reasons the budget cannot provide them with any greater 
financial resources of their own. 
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To provide for this minimum, it therefore proved necessary to take ex- 
ceptional steps, that is, by introducing the obligation to reassess 
reserve supplies according to the level as of 1 January of this year 
and to turn over to the budget the difference in their values, which 
difference was used to bolster the units needing it. It was only in 
market trade that somewhat different principles were applied (in certain 
instances the budget took only 70 percent of the difference in value). 


The current reassessment differs from those made in the past in one 

other respect. In previous years it brought the value of reserve supplies 
to the level of future purchase prices, and was therefore at the same 
time a measure which stabilized the enterprise's cost level from the 
first moment that the new prices were in effect. For the present reassess- 
ment this can be said only of items for which there are official prices, 
but they represent a small percentage of all materials produced and con- 
sumed, so in many enterprises their consumption is of no decisive signi- 
ficance for the level of operating costs. The prices of the rest of 

the items for which there are regulated prices can ana will in the near 
future exhibit substantial fluctuations. In addition the basis for the 
reassessment is largely the conversion indices, and they are not close 
enough to make the level of future prices realistic. The results of 

the present reassessment can therefore in a very limited realm be consi- 
dered to be a measure of the actual level of the enterprises’ operating 
costs this year. 


The “guidelines” of the Chairman of the State Price Commission and the 
Minister of Finance, dated 4 February 1982, on reassessing reserve sup- 
plies of producer-capital goods were sent to the enterprises by way of 
the ministries, and they were also published in the DZIENNIK URZEDOWY 
[Official Gazette] of the Minister of Finance. They are binding on all 
units except market trade enterprises, and they contain provisions in- 
tended to produce the desired financial effect (putting the necessary 
amount of funds at the disposal of the budget) while restricting those 
technical-computation operations related to reassessment which are labor- 
intensive and therefore extremely burdensome for the enterprises. 


The reassessment is based on: 


Price lists of the State Price Commission (41 price ‘ists for raw and 
other materials), 


Conversion indices approved through State Price Commission decisions 
(133 decisions for certain item-assortment groups), 


Prices for coproduction deliveries, if they were agreed to in contracts 
for this year made before the end of this past January, 


Index of 1.5 in relation to the previous value of materials bought last 
year at fixed or uniform periodic prices, 
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Index of 2.0 in relation to previous values for cases not included in 
the fundamentals previously mentioned. 


The reassessment has been limited to those reserve stocks of truly 
great significance. A number of exclusions from the assessment have 
also been introduced wich regard to reserve stocks of materials. The 
components of reserve stocks subject to exclusion are listed below. 
These exclusions should be adopted even if there is a conversion index 
or price approved by the State Price Commission for the given component 
of the reserve stock of materials. Subject to exclusion are: 


Spare parts designated for use in the course of remodelling and mainten- 
ance of one's own fixed assets and the enterprise's own nondurable ob- 
jects. In this way a very numerous and diverse group of reserve sup- 
plies which represent a relatively small share of the total value of 
material supplies has been excluded from the reassessment requirement. 


Materials solely or mainly for general economic purposes (except for 
solid and liquid fuels). The determining factor making it possible to 
single them out is the way they relate to operating costs. Their 
consumption is part of the enterprise's overall costs, such as general 
plant costs and department costs in industry or commercial costs in 
trade. 


Materials derived through coproduction, if contracts for new prices for 
them have not been arranged by the end of January. If there are no 
such prices, index reassessments would be too remote from reality. 


Imported materials bought last year at transaction prices. Reserves of 
them are considerably lower than in prior years. In addition, up until 
last year a large share of imports were calculated in periodic uniform 
or constant prices, and such reserve supplies are subject to reassessment. 


Unnecessary [surplus] reserve supplies, in the terms of the regulations 
of the Minister of Finance's directive dated 2 March 1979, turned up 
before the end of last year. There is no meritorical justification for 
reassessing them. 


Reserve supplies of employee cafeterias, as an item of entirely marginal 
significance. 





For unfinished production ‘production in progress, partly-finished pro- 
ducts) and finished products, the subject of reassessment, as in previous 
years, has been narrowed to the direct materials used to make then. 

Here an indicator may be used, for the total consumption of direct mater- 
ials. The conversion index should be applied in relation to the value 
of reserve supplies reassessed in terms of their value in last year's 
prices. This is exceptionally important as a simplification for very 
complicated products, which usually make it impossible to set an exact 
production cost for each part or subassembly. 
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As is usual in such cases, the “guidelines” could wot provide a binding 
solution for every possible atypical situation. For this reason they 
provide for the possibility of the appropriate minister's expanding or 
narrowing the scope of reassessment, provided that the decision is 
approved by the Minister of Finance. 


Appendix. List of Producer Price Lists for Means of Production and Ser- 
vices of Basic Significance to Manufacturing Costs (Included in Official 
Prices) Together With the Units Which Distribute These Price Lists 

l. Hard coal, lignite, awd coke 

Number and name of price list: 


1-Z/82 -— Hard and brown coal 
21-Z/92 -—- Coke and semi-coke 


Price-list distributors: 


1) Division of Job Publishers, ul Warszawska 5, 81-969 Gdynia 
telephone: 20-88-49 


2) Division of Job Publishers, ul Warynskiego 12, 85-950 Bydgoszcz 
telephone: 22-57-15 


3) Division of Job Publishers, ul Lagiewnicka 39, 30-959 Krakow 
telephone: 653-39 


4) Dom Ksiazki Book Store 
ul Nowotki 12, 00-201 Warsaw 
telephone: 31-14-17 
2. Crude ofl and furnace ofl, fuel oil, ethylene 
Name and number of price list: 
116-2/82 Crude oil 


Price-list distributor: 


Ministry of Chemical and Light Industry, ul Wepolna 4, 00-201 Warsaw 
telephone: 28-30-59 


Name and number of price list: 

135-2/82 -- Petroleum products and synthetic liquid fuels (official 
prices for furnace oil and prices in effect since 22 November for 
fuel ofl and ethylene) 


Price-list distributors: 


' 106 

















CPN [Petroleum Products Center] 
Enterprise for Petroleum Products Turnover in the |? former voivodships 


3. Bottled and piped gas 

Number and name of price list: 

5-Z/82 — Gas from coking plants and gas-coking plants 
Price-list distributor: 


Ministry of Mining and Power Industry, ul Krucza 36, 00-921 Warsaw 
telephone: 28-22-71 


Number and name of price list: 


6-Z/82 -- Gas fuels for distribution (list distributed by source given 
in point L) 


4. Electric power 

Number and name of price list: 

7-Z/82 -- Electric power (list distributed by source given in point L) 
82/82 -—- Electric power (supplied by industrial electric plants for 
state power industry [utilities] network). List is distributed as in 
point 3. (supplied to economic units involved, without the placement 
of orders) 

5. Metal scrap and ore 

6. Products of ferrous and steel metallurgy 

7. Nonferrous metals products 

Number and name of price list for 5.-7.: 

indices in effect as approved by the State Price Commission 

Price list distributors for 5.-7.: 


Ministry of Metallurgy and Engineering Industry, ul Krucza 38/42, Warsaw 
telephone: 211-011, extension 567 


State Price Commission, ul Swietokrzysi'a 12, 00-916 Warsaw 
telephone: 27-48-49 


8. Timber and sawn lumber 


Number and name of price list: 
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251-2/82 -- Wood (official prices only for sawmill lumber) 

252-Z/82 Boards and partly-finished sawmill products (official prices only 
only for board lumber 

Distributed as in point l. 

9. Cement 


Number and name of price list: 


154-2Z/82 -- Cement, industrial and construction lime, plaster binders 
(official prices only for cement) 


Distributed as in point l. 
10. Cellulose 
Number and name of price list: 


258-2Z/82 -- Woodpulp, semichemical bulk, cellulose (official prices 
only for cellulose) 


Price list distributor: 

Industrial Association for the Paper Industry, ul Wieckowski 33, 90-934 
Lodz 

telephone: 265-71 

11. Cotton and wool 


Number and name of price lists and their distributors 


201-2/82 -- Cotton, distributed by Association of the Cotton Industry, 
ul Sienkiewicza 3/5, 90-950 Lodz, telephone: 252-80 


204-2/82 -- Unwashed wool, distributed by Polnoc [North] Association 
of Wool Enterprises, Al Kosciuszki 3, 90-418 Lodz, telephone 254-80 


12. Chemical fibers 

Name and number of price list: 
111-Z/82 -- Chemical fibers 
Distributed as in point l. 

13. Raw hides 


Number and name of price list: 
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219-4 782 -- Preserved rawhides (purchase prices) 
220-Z/82 -- Preserved rawhides (sales prices) 


Both lists distributed by: 


Center for Textile and Leather Raw Materials, ul Piotrkowska 148/151 
90-063 Lodz, telephone: 638-33 


14. Rubber 

Number and name of price list: 

122-Z/82 -- Natural and synthetic rubbers 
Distributed as in point l. 

15. Apatites and phosphorites 


Number and name of price list: 





126-Z/82 -- Phosphorites and apatites 

Distributed as in point 2. 

16. a) Sulfur 

Number and name of price list: 

101-Z/82 -- Mined chemicals (official prices only for salts and sulfur) 
Distributed as in point l. 

b) Sulfuric acid 

Number and name of price list: 


State Price Commission decision No DL-Z-221/81, dated 31 December 1981, 
distributed to interested economic units by the State Price Commission 


17. Chemical fertilizers and fertilizer lime 
18. Grain, industrially-produced fodder, and fodder additives 


Number and name of price lists for 17.-18.: 

Were not covered by the producer price reform introduced as of 1 January 
1982 

Retail prices change 15 February 1982 for chemical fertilizers and fodder 


19. Domestic transport of freight by rail, motor transport, and water 
transport 
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Number and name of price lists, with distributors: 


Polish State Railroads fee schedule for freight, distributed by the 
Publications Storehouse, Direction of District State Railroads 


Fee schedule for forwarding and motor transport of freight, distributed 
by the State Motor Transport enterprise divisions (in the 17 former 
voivodships) 


Fee schedule for transport of shipments in large containers by the 
PSK [Domestic Dispatching Enterprise], distributed by the Divisions and 
forwarding services of PSKs 


Fee schedule for PKS transport of shipments, distributed by PSK divisions 
and forwarding services 


Fee schedule for inland freight transportation, distributed by the 
following offices of the PPZ [State Shipping Enterprise]: 

1) ul Grodzka 17, Bydgoszcz 

2) ul Wojska Polskiego 8, Gizycko 

3) ul Krowoderska 5, Krakow 

4) ul Zomojskiego 2, Warsaw 

5) ul Klaczkowska 50, Wroclaw 


The above list shows that producer price lists may be categorized in two 
groups. The first group consists of general-use price lists for items 
consumed by broad groups of buyers. These price lists are distributed 
by the Job Printers in Bydgoszcz, Gdynia, and Krakow and by the Dom 
Ksiazki book store in Warsaw. 


The second group consists of price lists of interest to a narrow range 
of buyers, because they apply to the enterprises of a given ministry. 
These price lists are distributed by the ministries mentioned or by 
units of them. 


It is noted that ministry price lists are needed by a restricted group 
of customers, for example, the wool and cotton price list by the yarn- 
works of the wool and cotton industry (these price lists contain only 
the prices of wool and cotton fibers; the prices of cotton and wool 
yern have the nature of contract prices), the rawhide price list by 
tanneries, the prices of crude oil by the petrochemical plants. 


The Ministry of Transportation publishes transport fee lists. Their 
distribution is handled by the units of the Ministry of Transport Listed 
above. 


\t the same time, it should be mentioned that because the first edition 
is out of print, there has been another printing of the price lists, 
which will then be sent for sale in the sales points designated. 
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Steel Industry Supply Principles 


Warsaw COSPODARKA MATERIALOWA in Polish No 5-6, Mar 82 pp 114-116 


[Article by Stanislaw Mrowiec, Deputy Director of the CENTROSTAL Steel 
Sales Center: “Principles for Supplying the Country With Products of the 
Iron and Steel Industry in 1982"] 


[Text] The implementation of the economic reform is making it necessary 
to introduce changes in the realw of the supply of technical materials. 
These issues are regulated in a basic way by Council of Ministers Resolu- 
tion No 243, dated 30 November 1981, on the principles for the operation 
of state enterprises in 1982 along with attachments and appendices (MONI- 
TOR POLSKI No 32, dated 30 December 1981, Item 287). Chapter 3 of that 
resolution translates into concrete terms the general principles of tech- 
nical-material supply and defines the jurisdiction of the Council of Minis- 
ters Planning Commission, the Office of Materials Management, and the var- 
ious turnover units in the realm of the balancing and distribution of 16 
groups of scarce materials of particular importance to the national econo- 
my. 


The products of steel and ferrous metallurgy have been included in the 
goods balanced by the Council of Ministers Planning Commission and distri- 
buted by the CENTROSTAL Steel Sales Center in Katowice. 


The basic changes in this realm apply to the following: 


Relinquishment of the balancing of the country's needs in the ministerial 
scheme while simultaenously protecngng certain directions of economic ac- 
tivity through operational programs established in Appendix No 1 to Coun- 
cil of Minister Resolution No 278, dated 30 December 1981 (MONITOR POLSKI 
No 1, dated 15 January 1982). 


The elimination in the distribution system of past intermediary structures, 
that is, that of the ministries and industrial associations, and the in- 
troduction of distribution to registered allotted customers with alloca- 
tions and other consumers supplied by CENTROSTAL regional branches. 


In order to systematize the new balancing and distribution principles for 
metallurgical products and for the placement and execution of orders in 
1982, CENTROSTAL has developed a suitable manner of proceeding. We are 
presenting its major points below. 

Metallurgical Products Supply Process for 1982 

A. First Half of 1982 


Owing to the compulsory lead time for the placement of orders for domes- 
tically-produced metallurgical products as well as for imported ones, it 
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has become necessary to issue allocation authorizations earlier. In the 
meantime, however, there has been no precise review concerning balance- 
sheet methods and forms of distribution. At the same time it became 
necessary to satisfy the needs of customers and provide steel-mill/suppli- 
ers with a suitable portfolio of orders. Hence, CENTROSTAL was forced to 
issue allocation authorizations the old way for economic-type ministries 
which previously were listed on the balance-sheets, using initial projec- 
tions of the sizes of production and imports as the basis, as set by the 
Council of Ministers Planning Commission. 


Authorization was issued this way: 
for delivers from domestic producticn for the first two quarters of 1982, 


for deliveries of imports from second payments area [capitalist countries] 
for the first half of 1982, except for item assortments with a long lead 
time, for which authorization was already issued for all of 1982. 


B. Second Half of 1982 
1. General Principles 


In order to normalize the matter of distribution, metallurgical products 
customers were divided up into two groups: 


those which will receive registered allocation authorizations from CENTRO- 
STAL in Katowice, 


those which will not receive registered allocation authorizations, whose 
orders will be handled out of the allocation pool of the appropriate 
local CENTROSTAL regional divisions. 


In establishing the list of limited registered customers, the criterion 
of size of previous consumption of metallurgical products was used. The 
list of these customers includes about 350 enterprises and is in press, 
to be made available in the very near future to all interested parties. 


/, Announced Demand 


To establish the demand of registered limited customers and provide them 
with appropriate allocations during the latter half of 1982, it was nec- 
essary for these units to sent CENTROSTAL the appropriate information in 
this realm. 


Therefore the enterprises involved were approached with the request that 
they express their needs by the deadline by assortment segregation with 
a breakdown by the operational programe they are carrying out. Most of 
the registered customers met the established deadline, 15 February 1982, 
and gave their needs by then. These materials are now being reviewed in 
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order that the appropriate decisions may be prepared in the realm of al- 
locations. 


The rest of the consumers are relieved of filing their needs with CENTRO- 
STAL in Katowice, but they should contact the CENTROSTAL regional divi- 
sions in their areas to discuss initially the principles for carrying out 
their needs during the latter half of 1982. 


3. Allocations Authorizations 


The new way, as we have mentioned, provides for two groups of customers, 
that is: 


a) Registered alloted consumers. On the basis of the demands expressed 
and the amount of balance-sheet inflow, CENITROSTAL will issue registered 
allocation for the third and fourth quarters of 1982 in keeping with the 
list of deadlines for issuing authorizations. 


b) The rest of the customers. In the light of the targets for limiting 
registered distribution, an allocations pool will be set aside for the 
rest of the customers, which will not be required to follow the principle 
of announcing their needs. The quarterly allocations pool for these cus+ 
tomers will be sent to the CENTROSTAL regional divisions. 





4. Placement of Orders 
The following principles have been established for placing orders: 


a) Orders by registered allotted consumers; On the basis of allocations 
received from CENTROSTAL, registered allotted consumers draft orders the 
old way (designating the symbol according to the technical-materials code) 
on the PuGM 225 forms in use. Depending on the amount ordered, the or- 
ders are filed: 


directly with the branch CENTROSTAL Sales Offices for the amounts listed 
below or above these minimums. [see table on next page] 


in the appropriate local CENTROSIAL regional divisions for amounts smaller 
than those listed in the table. The previous regional range of opera- 
tion will remain unchanged for the regional divisions of CENTROSTAL. 


Orders to both CENTROSTAL and to the regional divisions should be made 
using “Order Lists" according to the old model of the PuGm 236 with three 
copies, on which the unit director will show h * approval to the orders 
being made with the allocation received. 


Copies of the list of orders which registered consumers have filed with 
the regional divisious are sent by them back to the CENTROSTAL Sales Of- 
fices appropriate for the branch for the purpose of clearing of accounts. 
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Minimum Amounts of Goods Qualifying Orders for Filing With Branch Sales 
Offices of CENTROSTAL Steel Sales Center (applies to registered allotted 



































consumers) 
Symbol brantowego Blurs Zby- | 
(a) scustules eotounlomen w bad” 
ee Gp states 
omg | 10Mg | 2am | SS 
1 : : ‘ 5 
(Cc) | 1. Wyroby walcown! browdowych se stall 
(4)) Sze ocee a). 
Qo re 
(£)| 2 Wyroby 20 stalt kiasy 4—9 waicowane a 
ha goreco | rimno zs 
(g))| 3. Wyroby walcown! biech 2e stall klssy 
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. BS} zs 
Ms 6. clagnione | tussczone kiasy 1—0 zr 
8 ; Reeds enters er 
W)! ®. Akcesoris zr 
(x)|* 52 Sule sess 
[Key] 
(a) Name of product 
(b) Symbol of branch sales office appropriate to accept orders in each 
item assortment for the following amounts or more 
(c) Grooving rolling mills of steel grades 1-3: 
(d) streetcar and standard-guage tracks 
(e) sections produced at the Katowice Mill 
(f) Products of hot- and cold-rolled steel, grades 4-9 
(g) Sheet-metal products of steel grades 1-3; 
(h) hot- and cold-rolled sheet metal 
(j) galvanized, lead- and tin-plated, painted, and plastic-covered 
sheet metal 
(k) Steel pipe: 


(m) seamless pipe $508-273.1 millimeters: 
(n) flanged pipe 
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(co) seamless pipe @ 273.0 millimeters and below 
(p) pipe with seam 9168.1 millimeters and up in any amount to 
ZR office 
(q) pipe with seam under $168.1 millimeters 
(rt) Cold-rolled strip grades 1-9: 
(s) non-silicon strips and that in category BS15r 
(t) Drawn and peeled bars grades 1-9 
(u) Cold-rolled pliable sections 
(v) Banding steel 
(w) Forged-rolled hoop and ring steel -- any amount at ZO Office 


Designations of letter symbols in colums 2-5: 


ZZ -- Ordinary Steel Sales Office 

ZS -- High-grade Steel Sales Office 

ZB -- Sheet-metal Sales Office 

ZR -- Pipe Sales ‘ffice 

ZP -- Metallurgical Processing Sales Office 
ZO -- Forged Products Sales Office 


b) By other consumers. Registered unallctted-allocations consumers file 
all orders, regardless of the amounts of goods ordered, with the ENTROSTAL 
regional divisions appropriate for their area, by the deadlines previously 
in effect. In view of the scarcity of metallurgical products, the mater- 
ials pool for the group of the rest of the registered unallotted consumers 
is limited and will be designated first of all to provide for economic 
purposes related to the operational programs. 


c) General remarks. Orders for metallurgical products: 


Designated as input for pipe and rod drawing mills, 

Designated for the construction and renovation of steam boilers of high 
and intermediate pressure and high-pressure containers, 

Boiler pipe of grades 2 and 3 requirements, 

Pipe of allocation groups 6210, 6220, and 625°, 

Drilling pipe, 

ZETOM and RPW-received pipe, 


should be placed with the CENTROSTAL sales office appropriate for the 
branch, regardless of the amount ordered, and registered customers cover 
these orders with the allocations received in keeping with the provisions 
given above in point 3a. 


In certain selected item assortments of metallurgical goods the system 
of what is called "direct relationships" is introduced. It consists 
of issuing authorization to customers with the supplier-mill indicated. 
Customers who receive such authorization sent orders for full amounts 
directly to the supplier-mills indicated, in order to make contracts 
bypassing CENTROSTAL Steel Sales Center. 
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Separate regulations and principles will be used for the supply of consumers 
working in the realm of services on behalf of the country's defense and 
security. 


5. Carrying Out Orders 


a) %rders placed directly with the CENTROSTAL Branch Sales Offices will be 
seuc as in the past, to the suppliers for execution, that is, to the 
country's steel mills, foreign trade enterprises, or, in the case of deli- 
veries from imported reserves, to the CENTROSTAL regional division. Sup- 
pliers make contracts for deliveries directly with the ordering parties. 


b) Orders placed with the CENTROSTAL regional divisions may be executed 
ffom one of the following sources, depending on the amount being ordered: 


Domestic production, 
Reserve supplies of the regional divisions’ warehouses, 
Through organized transit. 


The regional division Signs contracts for delivery with the ordering par- 
ties. 


6. Import Deliveries From Payments Area II [Capitalist Countries] 


Authcrization for import deliveries from the second payments area [ capital- 
ist countries] were issued for the first half of the year or else for the 
entire year 1982. Orders placed on the basis of this authorization and 
orders which are -arry-overs from 1981 basically exhaust the annual import 
capabilities. Any possible supplement must each time be approved by the 
appropriate CENTROSTAL Sales Offices. 


We are also pointing out that §8 of the above-mentioned Council of Minis- 
ters Resolution No 278, dated 30 December 1981, regulates the issues re- 
lated to imports from payments area II. 


7. Steel Castings and Forging 


In the realm of the method of distribution, the placement of orders, and 
the production of freely forged forgings, CENTROSTAL is issuing separate 
instructions. 


At the same time, we are taking this opportunity to provide the informa- 
tion that as of 15 March 1982 CENTROSTAL will cease to be a steel castings 
balancing and distribution unit or to act as an intermediary in the place- 
ment of orders. 


Direct ties between the customer and the producer are the sole form of 
supply of steel castings to customers. 
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In transmitting the above major items of information to all users of 
metallurgical products, CENTROSTAL is asking people to please apply 
precisely the method given above for the supply of metallurgical products 
to the country, particularly with regard to the deadlines for expressing 
needs and placing orders. 


Adherence to the method established will make it possible to supply the 
country more effectively with metallurgical products using the new forms 
of operation, but it should be emphasized that in exceptional cases CENTRO- 
STAL will reserve to itself the right to introduce appropriate supplements 
or changes, and consumers will immediately be notified in this event. 


We are also providing the information that, in keeping with the regulations 
in effect, a supervisory group on metallurgical affairs has been create 
for CENTROSTAL in Katowice, in order to resolve possible disputes in the 
realm of distribution. The scope of this group's tasks is specified in 
the Minister of Materials Management's decision no 6 of 21 January 1982. 
The manner of expressing needs, balancing, distribution, and wholesale and 
retail sales in 1983 will immediately be conveyed to consumers after the 
appropriate decisions on these matters have been made. 


In closing, we wish to say that all information, explanations, and sup- 
plementary data on the matters presented above are provided by the Office 
of Materials Management and the branch sales office of CENTROSTAL Steel 
Sales Center in Katowice at 7 Wit Stwosz Street. 


10790 
CSO: 2600/746 END 
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